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IMPACT  OF  SAFE  DRINKING  WATER  ACT 
REGULATIONS  ON  SMALL  DRINKING  WATER 
SYSTEMS 


MONDAY,  MARCH  14,  1994 

House  of  Representatives, 

Environment,  Energy,  and 
Natural  Resources  Subcommittee 
of  the  Committee  on  Government  Operations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  1  p.m.,  in  room 
2247,  Raybum  House  Office  Building,  Hon.  Mike  Synar  (chairman 
of  the  subcommittee)  presiding. 

Present:  Representatives  Mike  Synar  and  John  L.  Mica. 

Also  present:  Representative  William  F.  dinger,  Jr. 

Staff  present:  Sandra  Z.  Harris,  staff  director;  Sheila  C. 
Canavan,  professional  staff  member;  Elisabeth  R.  Campbell,  clerk; 
and  Charli  E.  Coon,  minority  professional  staff,  Committee  on  Gov- 
ernment Operations. 

OPENING  STATEMENT  OF  CHAIRMAN  SYNAR 

Mr.  Synar.  The  subcommittee  will  come  to  order. 

Safe  drinking  water  is  one  of  our  Nation's  most  precious  privi- 
leges, and  one  that  most  Americans  do  not  fiilly  appreciate  even 
having.  Every  time  we  turn  on  the  tap,  we  blindly  assume  that  the 
quality  of  our  water  is  sound  and  free  of  contamination.  But  public 
health  concerns  associated  with  drinking  water  quality  are  actually 
quite  high.  In  fact,  this  is  an  issue  that  goes  to  the  heart  of  the 
whole  debate  over  risk  priorities.  In  a  1990  report,  EPA's  science 
advisory  board  rated  drinking  water  contamination  as  one  of  its  top 
five  environmental  concerns.  Other  studies  have  drawn  similar  con- 
clusions. 

Recently,  serious  drinking  water  emergencies  in  places  like  Mil- 
waukee, Des  Moines,  and  Washington,  DC  have  made  many  skep- 
tical as  to  whether  government  can  indeed  provide  safe  drinking 
water.  Certainly,  the  ftinding  we  put  toward  mis  program  is  not  re- 
flective of  the  threat. 

When  compared  to  Federal  fimding  for  other  lower  priority  envi- 
ronmental risks,  like  hazardous  waste  sites.  Federal  funds  to  carry 
out  safe  drinking  water  programs  seem  downright  paltry.  And,  as 
we  will  hear  today.  States  and  local  water  systems  are  simply  un- 
able to  make  up  the  difference. 

Some  argue  that  the  solution  is  not  necessarily  more  money,  but 
less  regulation.  When  Congress  passed  the  Safe  Drinking  Water 
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Act  in  1974  we  required  EPA  to  regulate  22  contaminants,  and 
gave  the  Agency  the  discretion  to  regulate  any  additional  drinking 
water  contaminants  of  concern.  The  Agency  ignored  that  respon- 
sibility. 

Between  1974  and  1986,  EPA  regulated  only  one  additional  con- 
taminant, giving  rise  to  considerable  frustration  in  the  Congress. 

Predictably,  in  the  1986  amendments  to  the  Safe  Drinking  Water 
Act,  we  reacted  drastically  by  prescribing  83  specific  contaminants 
for  EPA  to  regfulate,  and  requiring  the  ^ency  to  regulate  25  addi- 
tional contaminants  every  3  vears  regardless  of  whether  any  public 
health  risk  existed  to  be  addressed.  In  retrospect,  the  requirement 
on  EPA  to  regulate  25  contaminants  every  3  years  seems  arbitrary 
and  not  well  tnought  out. 

However,  for  Members  who  were  not  here  at  the  time  and  who 
question  the  wisdom  of  our  actions,  I  respectfully  suggest  that  you 
simply  cannot  appreciate  the  enormous  level  of  frustration  Mem- 
bers experienced  with  EPA's  recalcitrance  on  drinking  water  issues, 
as  well  as  on  a  host  of  other  important  environmental  issues.  As 
evidence  of  the  scope  of  that  frustration,  I  would  note  that  the  1986 
act  passed  the  House  by  voice  vote,  and  the  final  conference  report 
garnered  only  21  votes  in  opposition. 

But  the  climate  at  EPA  has  changed,  and  Congress  should  recog- 
nize that  change.  EPA  has  made  several  recommendations  with  re- 
spect to  the  act's  upcoming  reauthorization,  including  a  risk  based 
process  for  selection  of  contaminants  to  be  regulated.  Congress 
should  give  EPA's  suggestions  serious  consideration. 

Problems  in  implementing  the  Safe  Drinking  Water  Act  are  espe- 
cially acute  for  small  water  systems,  and  addressing  the  problems 
facing  small  systems  is  the  reason  we  are  here  today.  In  1990, 
GAO  told  this  subcommittee  that  90  percent  of  the  noncompliance 
problems  with  the  act  were  with  small  systems  serving  under  3,300 
people.  And  that  was  before  the  1986  amendments  fully  took  effect; 
the  problems  have  only  gotten  worse  with  every  new  requirement 
EPA  puts  out. 

As  a  follow  up  to  that  hearing,  I  asked  GAO  to  review  the  prob- 
lems facing  small  systems,  and  to  examine  various  approaches  to 
improving  small  system  compliance  with  the  act.  As  we  will  hear 
today,  GAG  found  problems  in  EPA's  efforts  to  promote  wider  use 
of  cost  effective  alternative  technologies,  such  as  packaged  treat- 
ment plants  or  devices  aimed  at  treating  water  as  it  enters  the 
household  or  leaves  the  tap. 

We  will  hear  from  an  owner/operator  of  a  small  system  that  is 
using  one  of  these  alternative  technologies.  As  I  have  said  before, 
small  svstems  don't  need  to  pay  for  a  Cadillac  technology  when 
they  only  need  a  VW  Bug  to  fix  their  problems. 

However,  as  GAO  will  testify,  we  need  to  teach  our  system  opera- 
tors how  to  properly  operate  and  manage  alternative  technologies. 
That  means  requiring  certification  and  training  for  water  system 
operators,  and  that  costs  money. 

GAO  also  found  that  the  technical  and  financial  assistance  cur- 
rently available  to  small  systems  is  just  not  enough  to  meet  the 
enormous  needs  experienced  by  the  Nation's  52,000  community 
water  systems.  In  some  cases,  GAO  found  that  technical  and  finan- 


cial  assistance  actually  may  encourage  noncomplying  systems  to 
settle  for  a  quick  fix,  instead  of  looking  for  a  long-term  solution. 

The  root  problem  seems  to  be  that  we  simply  have  too  many  fi- 
nancially and  operationally  nonviable  small  systems. 

GAO  found  that  EPA  has  failed  to  create  any  incentives  for  sys- 
tems to  consolidate  or  restructure  in  order  to  attain  financial  or 
management  solvency.  In  fact,  until  just  recently,  the  amount  of 
money  available  to  States  under  EPA's  own  drinking  water  grants 
allocation  formula  was  determined,  in  part,  by  the  number  of  sys- 
tems existing  in  a  State  which  only  discouraged  consolidation. 

We  will  hear  today  from  a  representative  of  Washington  State 
which  has  been  a  leader  in  developing  a  program  to  ensure  that 
small  systems  are  financially  viable  and  can  meet  the  act's  require- 
ments. Solutions  can  range  from  physical  restructuring  or  consoli- 
dation of  nonviable  small  drinking  water  systems,  to  enhanced  pol- 
lution prevention  activities. 

Undoubtedly  the  biggest  problem  facing  the  drinking  water  pro- 
gram is  a  chronic  lack  of  resources  at  the  Federal,  State,  and  local 
level.  EPA  estimates  that  total  compliance  costs  will  reach  $1.4  bil- 
lion annually  by  1995.  That  figure  doesn't  include  the  costs  of  ex- 
pensive upcoming  regulations,  such  as  the  "disinfection  by-prod- 
ucts" regulation  which  is  expected  to  cost  another  $1.1  billion  an- 
nually. 

EPA  estimates  that  small  systems  will  bear  70  percent  of  the 
total  compliance  cost  burden,  even  though  these  systems  supply 
drinking  water  to  only  10  percent  of  the  population. 

Folks,  it  can't  be  done.  States  can't  keep  up.  Water  systems  can't 
keep  up.  Important  pollution  prevention  programs  designed  to  pro- 
tect drinking  water  from  contamination  before  it  occurs  are  suffer- 
ing as  a  result. 

EPA  has  suggested  establishing  a  drinking  water  State  revolving 
loan  fund  to  help  systems  meet  the  act's  requirements.  Congress 
has  already  appropriated  the  money. 

But,  as  we  speak,  $600  million  is  sitting  in  an  account  waiting 
for  congressional  authorization.  The  administration  stands  ready  to 
add  another  $700  million  to  that  fund  this  year.  We  should  not  let 
this  opportunity  pass  because  of  bickering  over  jurisdiction. 

With  respect  to  funds  to  administer  the  safe  drinking  water  pro- 
gram, it  is  time  for  Congress  to  stand  up  and  tell  the  truth.  We 
can't  punt  all  the  tough  calls  to  the  States.  It  is  time  for  us  to 
admit  that  more  Federal  money  is  needed  to  carry  out  this  pro- 
gram. It  is  time  to  make  the  tough  decisions  about  adequately 
Funding  this  program. 

For  those  who  advocate  risk-based  decisions,  it's  time  to  pony  up 
the  money.  As  people  in  Milwaukee,  Washington,  DC,  and  Des 
Moines  will  tell  you,  we  simply  can't  stop  regulating. 

I  look  forward  to  hearing  from  today's  witnesses  and  working 
with  EPA  and  the  other  interested  gproups  here  today  to  pass  a 
meaningful  Safe  Drinking  Water  Act  reauthorization  bill. 

Joining  me  today  is  my  favorite  Republican,  Bill  dinger,  coming 
back  for  a  guest  appearance  on  this  subcommittee. 

Bill,  glad  to  have  you. 

Mr.  Clinger.  Thank  you,  Mr.  Chairman. 


I  want  to  commend  vou  for  holding  this  hearing  today  on  a  sub- 
ject that  concerns  each  of  us,  the  water  we  drink.  We  are  all  in 
agreement  that  it  is  critical  that  we  have  uncontaminated  water 
and  that  we  can  assure  citizens  that  their  water  is  safe  to  drink. 

However,  the  focus  today  is  on  small  community  water  systems, 
something  we  know  about  since  we  represent  small  communities 
that  have  great  difficulty  and  expense  in  meeting  requirements 
that  may  not  be  critical  to  this  assurance. 

We  find  ourselves  agsiin  asking  the  same  questions  about  this 
program  as  we  are  with  EPA's  other  environmental  programs.  Are 
we  targeting  scarce  resources  toward  the  highest  risks?  How  can 
we  alleviate  unnecessary  costs  and  burdens  on  society?  Should  we 
continue  to  spend  billions  of  dollars  on  programs  where  the  sci- 
entific benefits  are  unclear?  How  can  we  ease  the  burden  for  State 
and  local  governments  in  the  implementation  of  these  programs? 

Unfortunately,  the  Safe  Drinking  Water  Act  is  one  of  the  most 
costly  and  burdensome  environmental  programs.  As  you  know,  the 
1986  amendments  require  EPA  to  regulate  83  contaminants  and  a 
continuing  requirement  of  no  less  than  25  new  ones  every  3  years, 
beginning  in  1990.  This  means  that  communities  are  now  forced  to 
test  for  almost  100  contaminants,  many  of  which  never  have  been, 
and  probably  never  will,  be  present  in  tneir  water  supply. 

According  to  EPA's  1990  "Cost  of  Clean"  report,  national  drink- 
ing water  expenditures  increased  from  $800  million  in  1972  to  over 
$3  billion  in  1987.  Costs  are  projected  to  increase  to  over  $6.5  bil- 
lion by  the  year  2000. 

Under  the  current  requirements,  many  small  local  governments 
are  going  broke.  The  Safe  Drinking  Water  Act  penalizes  small 
rural  communities  because  they  are  forced  to  comply  with  the  same 
requirements  as  urban  areas,  out  in  urban  areas  the  fiscal  pain  is 
spread  a  lot  further  so  that  it  is  not  as  onerous. 

In  part,  the  problem  stems  from  passing  requirements  that  must 
be  met  by  State  and  local  governments  without  giving  them  ade- 
quate Feaeral  dollars  or  providing  flexibility.  Over  the  years,  this 
program  has  become  more  complex  and  difficult  to  implement,  and 
currently  there  is  a  gap  of  over  $200  million  which  is  unfunded  for 
State  implementation. 

To  bring  this  a  little  closer  to  home,  I  represent  a  rural  district 
in  northwest  Pennsylvania.  In  my  own  district,  the  city  of  Franklin 
is  paying  nearly  $10,000  just  in  laboratory  testing  costs,  excluding 
other  labor  costs,  to  test  the  water  for  its  13,000  citizens.  The  costs 
for  the  city  have  almost  doubled  since  1987.  In  addition,  this  small 
city  is  required  to  conduct  the  very  same  analyses  as  a  city  serving 
100,000  persons,  regardless  of  whether  the  area  is  at  risk  for  the 
contaminant. 

Mr.  Chairman,  if  experience  is  the  best  teacher,  I  hope  that  these 
are  lessons  that  Congress  will  remember  when  we  reauthorize  the 
Safe  Drinking  Water  Act.  We  need  to  target  scarce  resources  to- 
ward the  highest  risks,  provide  flexibility  to  State  and  local  govern- 
ments, and  stop  the  "one  size  fits  all"  mentality.  Perhaps  most  im- 
Eortantly,  though,  we  in  Congress  cannot  continue  to  "pass  the 
uck"  to  State  and  local  governments  without  really  passing  the 
buck. 

Thank  you,  Mr.  Chairman. 


Mr.  Synar.  Thank  you,  Bill. 

Mr.  Mica. 

Mr.  Mica.  Mr.  Chairman,  thank  you.  I  made  the  mistake  of  read- 
ing all  the  background  information,  including  the  advanced  copy  of 
the  GAO  report,  and  I  do  want  to  say  it  is  rather  boring,  but  it 
does  provide  us  with  some  of  the  background  we  need  for  this  hear- 
ing. 

I  have  to  term  this  hearing,  after  reading  all  that,  the  title  of 
this  hearing  is  "Much  Ado  about  Nothing"  and  the  reason  I  title 
it  that  is  that,  first  of  all,  Congress  has  done  nothing  to  correct  the 
situation  as  far  as  I  can  see;  that  is  pointed  out  by  the  report. 

Second,  EPA  has  done  little  to  address  some  of  the  problems.  As 
far  as  Congress  is  concerned,  you  can  regulate  all  you  wEint,  but 
if  you  don't  provide  the  funds  and  assistance,  it  doesn't  do  much 
good,  especially  to  the  majority  of  the  systems  that  this  report  ad- 
dresses and  this  hearing  will  address  that  are  noncompliant  sys- 
tems, and  they  are  all  small  systems  across  the  country  of  500  or 
less. 

So  the  Congress  has  done  nothing.  EPA  has  done  very  little  to 
make  funds  or  loans  available,  to  make  alterations  in  their  mecha- 
nisms to  assist  small  systems,  both  with  technology  and  assistance, 
and  also  they  have  done  very  little  to  revise  their  grant  formula 
that  penalizes  these  small  systems. 

That  is  my  observation  about  the  hearing  and  I  appreciate  the 
report  work  that  has  been  done  and  look  forward  to  the  testimony. 

Thank  you. 

Mr.  Synar.  I  thank  the  gentleman  for  his  comments. 

I  might  remind  the  gentleman  that  it  is  the  purpose  of  this  sub- 
committee to  continue  to  pursue  matters  in  a  lengthy  manner,  not 
on  a  one-shot  basis.  You  may  think  it  is  a  lot  to  do  about  nothing, 
but  for  the  11  percent  of  communities  that  depend  upon  rural 
water  systems,  this  is  a  lot  to  do  about  everything,  which  is  the 
vital  link  to  their  future  as  a  health  issue  as  well  as  an  economic 
development  issue. 

Mr.  Mica.  Mr.  Chairman,  to  clarify  my  comments,  it  wasn't  that 
we  are  doing  nothing  with  the  hearing,  but  it  is  that  the  hearing 
focuses  on  the  Congress,  which  has  done  nothing,  and  the  Agency 
that  has  done  very  little. 

Mr.  Synar.  You  are  entitled  to  your  misinformed  interpretation. 

Our  first  panel  is  Peter  Guerrero,  Director,  Environmental  Pro- 
tection Issues,  Resources,  Community,  and  Economic  Development 
Division,  U.S.  General  Accounting  Office.  He  is  accompanied  by 
Ellen  Crocker  and  Charles  Bausell. 

As  you  know,  it  is  the  policy  of  the  subcommittee,  in  order  not 
to  prejudice  past  or  fixture  witnesses,  to  swear  all  our  witnesses. 

Do  you  have  any  objection  to  being  sworn  in? 

[Witnesses  sworn.] 

Mr.  Synar.  Thank  you.  Welcome. 

First  of  all,  let  me  take  this  opportimity  to  thank  you  on  behalf 
of  the  subcommittee  for  your  work  in  this  area.  It  is  very  impor- 
tant. It  keeps  us  informed  with  the  type  of  information  that  I  think 
Congress  needs  in  order  to  make  good  decisions  as  we  begin  reau- 
thorization of  this  very  important  act.  We  would  ask  you  to  sum- 
marize this  report. 


Under  unanimous  consent,  your  entire  testimony  will  be  made 
part  of  the  record  as  well  as  the  GAO  report  that  you  are  issuing 
today. 

STATEMENT  OF  PETER  F.  GUERRERO,  DIRECTOR,  ENVIRON- 
MENTAL  PROTECTION  ISSUES,  RESOURCES,  COMMUNITY, 
AND  ECONOMIC  DEVELOPMENT  DIVISION,  U.S.  GENERAL  AC- 
COUNTING  OFFICE,  ACCOMPANIED  BY  ELLEN  CROCKER, 
SENIOR  EVALUATOR;  AND  CHARLES  BAUSELL,  SENIOR 
ECONOMIST 

Mr.  Guerrero.  Thank  you,  Mr.  Chairman.  We  appreciate  the  op- 
portunity to  discuss  the  difficulties  that  small  communities  face  in 
complying  with  this  act. 

Mr.  Chairman,  any  doubts  about  the  need  for  vigilance  in  pro- 
tecting the  Nation's  drinking  water  were  laid  to  rest  last  year  fol- 
lowing the  dangerous  outbreak  of  waterbome  disease  in  Milwaukee 
and  similar  problems  in  New  York  and  Washington,  DC.  These 
events,  together  with  the  long-term  health  risk  of  chemical  con- 
tamination, reaffirm  the  responsibility  and  the  challenges  that 
water  systems  face  every  day  in  keeping  our  drinking  water  safe. 

At  the  same  time,  it  has  become  increasingly  difficult  for  these 
systems  to  meet  the  Safe  Drinking  Waters  Act  s  new  and  complex 
requirements.  It  has  become  especially  hard  for  small  public  water 
systems,  which  often  lack  the  necessary  resources  and  technical  ex- 
pertise. According  to  EPA,  it  will  cost  small  systems  nearly  $3  bil- 
lion through  the  end  of  this  century  to  comply  with  these  regula- 
tions, and  that  is  over  and  above  the  $20  billion  that  it  will  cost 
to  make  capital  improvements.  Several  regulations  now  under  de- 
velopment will  further  add  substantially  to  this  cost  burden. 

It  will  not  be  easy  to  balance  the  need  to  protect  public  health 
with  the  legitimate  financial  concerns  of  States,  localities  and  the 
Nation's  ratepayers.  So  we  believe  the  problem  will  require  a  com- 
bination of  strategies  rather  than  a  single  solution. 

Part  of  the  solution  lies  in  finding  creative  alternatives  to  im- 
prove compliance  with  EPA  regulations.  Part  of  the  solution,  how- 
ever, requires  a  reexamination  of  the  regulations  themselves.  Still 
another  part  of  the  answer  lies  in  making  better  use  of  limited 
funds  so  we  are  buying  the  most  public  health  protection  with  the 
dollars  we  have. 

I  would  like  to  turn  to  the  first  of  these  issues,  the  need  to  find 
creative  alternatives  to  improve  compliance  with  EPA's  regulations. 
Our  findings  on  this  issue  are  discussed  in  detail  in  tne  report- 
being  released  today. 

The  GAO  report  examines  various  approaches  for  improving 
small  systems  compliance  with  the  act  including  the  use  of^  afford- 
able treatment  technologies  and  creative  strategies  for  providing 
technical  and  financial  assistance  to  small  systems.  However,  a 
number  of  factors  limit  the  effectiveness  of  these  strategies.  For  ex- 
ample, a  lack  of  reliable  cost  and  performance  information  about 
alternative  technologies  makes  it  difficult  for  State  regulators  to 
identify  technologies  that  will  satisft^  treatment  needs  at  an  afford- 
able cost.  As  a  result,  they  are  reluctant  to  approve  these  tech- 
nologies. 


The  greatest  problem,  however,  is  the  sheer  number  of  systems 
that  need  assistance.  Recognizing  this,  a  number  of  States  have 
sought  to  restructure  the  management  or  operations  of  small  drink- 
ing water  systems  and  to  prevent  nonviable  systems  from  forming 
in  the  first  place. 

EPA  has  lent  some  support  for  these  efforts  by  issuing  guidance 
and  conducting  workshops.  EPA  also  changed  the  method  for  allo- 
cating State  gfrants  for  fiscal  year  1994  to  help  remove  disincen- 
tives for  consolidating  nonviable  systems,  although  EPA  has  yet  to 
adopt  long-term  changes  to  its  grant  formula. 

But  EPA  has  not  effectively  addressed  the  basic  obstacle  to  re- 
structuring efforts,  which  is  the  lack  of  State  funds  to  carry  them 
out.  Our  report  recommended  a  number  of  things  to  address  that 
problem.  Specifically,  we  recommended  that  EPA  revise  the  prior- 
ities it  has  set  for  States  so  as  to  place  a  greater  emphasis  on  de- 
veloping and  implementing  viability  programs;  that  it  develop  a  de- 
tailed and  realistic  funding  strategy  to  implement  those  programs; 
and  that  it  remove  disincentives  to  consolidating  water  systems  in 
the  agency  State  grant  formula. 

Still,  Mr.  Chairman,  while  greater  progress  is  needed  in  efforts 
to  improve  small  system  compliance  with  the  Drinking  Water  Act, 
it  has  become  increasingly  apparent  that  we  need  to  re-examine 
the  requirements  themselves,  especially  the  newer  ones  associated 
with  the  1986  amendments. 

As  high  as  compliance  costs  already  are,  they  will  rise  higher. 
For  example,  the  annual  compliance  costs  for  the  first  stages  of  the 
upcoming  rule  on  disinfectants  and  disinfectant  by-products  will  be 
$1.1  billion.  But  more  importantly,  costs  will  continue  to  rise  rap- 
idly well  into  the  future,  since,  as  you  pointed  out,  the  act  requires 
EPA  to  set  standards  for  an  additional  25  contaminants  every  3 
years. 

Simply  by  virtue  of  their  size  and  number,  small  water  systems 
bear  a  disproportionately  greater  financial  burden  than  large  sys- 
tems in  implementing  this  law.  On  a  per-household  basis,  the  dis- 
parity between  large  and  small  systems  can  be  dramatic.  For  ex- 
ample, EPA  estimates  that  for  water  systems  that  exceed  stand- 
ards for  synthetic  organic  and/or  inorganic  contaminants,  such  as 
metals  and  pesticides,  the  per-household  costs  for  larger  water  sys- 
tems increase  $210.  This  compares,  however,  to  a  $1,500  per  house- 
hold cost  increase  for  smaller  systems. 

States  have  also  been  severely  affected  by  the  growth  in  the  pro- 
gn^am's  requirements.  As  we  reported  in  1992,  States  are  deferring 
or  eliminating  important  responsibilities,  devoting  available  re- 
sources instead  to  dealing  with  a  growing  list  of  regulations.  Iron- 
ically, as  we  testified  last  year,  some  of  the  activities  that  are  being 
deferred  and  are  suffering  the  most,  like  State  sanitary  survey  pro- 
grams, are  the  ones  with  the  most  potential  to  avert  future  con- 
taminant problems  and  reduce  water  systems'  long-term  compli- 
ance costs. 

Mr.  Chairman,  we  believe  that  at  least  in  some  of  these  cases  the 
modification  of  the  1986  amendments  could  allow  limited  resources 
to  be  allocated  to  activities  that  are  clearly  important  to  the  viabil- 
ity and  effectiveness  of  State  and  local  efforts  to  protect  drinking 
water. 
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The  requirement  to  regulate  25  more  contaminants  every  3  years 
without  regard  to  relative  risks  that  they  pose  may  be  a  good  can- 
didate for  change. 

The  final  area  I  would  like  to  touch  on  today  deals  with  funds 
EPA  has  devoted  to  the  drinking  water  progpram  and  the  manner 
in  which  those  fiinds  are  spent.  As  we  have  noted  in  the  past,  the 
fiinding  of  many  State  drinking  water  programs  is  woefully  inad- 
equate to  meet  program  needs.  In  fact,  many  States  readily  ac- 
knowledge that  their  highest  priorities  aren't  being  adequately  ad- 
dressed. 

EPA  concedes  the  problem  and  has  formally  identified  the  pro- 
gram as  a  material  weakness,  a  designation  it  reserves  for  pro- 
grams that  are  unlikely  to  meet  their  objectives  because  of  insuffi- 
cient resources  or  other  problems.  Unfortunately,  this  acknowledg- 
ment has  not  been  backed  up  by  realistic  budget  requests. 

Indeed,  rather  than  the  increase  we  would  have  expected  to  see 
in  the  current  budget  proposal,  the  Agency  has  proposed  a  decrease 
from  last  year's  inadequate  level  of  tundin|f.  Moreover,  we  believe 
the  limited  funds  that  are  available  for  drinking  water  protection 
could  be  spent  more  effiectively. 

Specifically,  EPA  overemphasizes  the  treatment  of  problems  at 
the  expense  of  activities  desigfned  to  prevent  those  problems  or 
minimize  those  problems  in  the  first  place.  In  particular,  greater 
emphasis  is  needed  on  those  kinds  of  pollution  prevention  activities 
such  as  the  wellhead  protection  program  that  you  mentioned,  a 
program  which  is  designed  to  prevent  contaminants  from  finding 
their  way  into  underground  water  supplies,  and  other  programs, 
such  as  the  sanitary  survey  program,  which  are  desigfned  to  iden- 
tify and  correct  problems  before  they  become  worse. 

As  EPA  has  long  acknowledged,  near-term  investments  in  pre- 
ventive programs  such  as  these  can  improve  compliance  and  pre- 
vent much  larger  costs  in  the  future. 

This  completes  my  statement.  I  appreciate  this  opportunity  and 
will  be  pleased  to  answer  any  questions  you  have. 

Mr.  Synar.  Thank  you  very  much. 

As  always,  you  are  very  helpful. 

[The  prepared  statement  of  Mr.  Guerrero  follows:] 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

We  appreciate  the  opportunity  to  discuss  the  difficulties 
small  communities  face  In  complying  with  the  Environmental 
Protection  Agency's  (EPA)  drinking  water  program.   In  1986,  the 
Congress  amended  the  Safe  Drinking  Water  Act  to  increase  the 
number  of  regulated  contaminants  and  strengthen  EPA's  enforcement 
authority.   To  implement  these  amendments,  EPA  Issued  new 
regulations  that  significantly  increase  the  responsibilities 
Involved  in  managing  drinking  water  programs.   To  comply  with 
EPA's  revised  regulations,  small  water  systems--which  make  up  87 
percent  of  all  community  water  systems — must  incur  enormous  costs 
and  face  difficult  challenges. 

Our  statement  today  addresses  three  issues.   First,  we  will 
review  the  efforts  by  EPA,  the  states,  and  other  parties  to  help 
small  water  systems  comply  with  the  act  and  with  the  regulatory 
framework  EPA  has  established  to  implement  the  act.   Our  findings 
on  this  issue  are  discussed  in  detail  in  our  report.  Drinking 
Water;   Stronger  Efforts  Essential  for  Small  Communities  to 
Comply  With  Standards,  which  is  being  released  by  the 
Subcommittee  today.   Second,  we  will  discuss  a  number  of  issues 
associated  with  this  regulatory  framework,  such  as  the  need  to 
comply  with  new  monitoring  requirements  and  contaminant 
limitations,  and  the  costs  water  systems  are  incurring  to  meet 
these  requirements.   Finally,  we  will  discuss  the  implications  of 
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these  and  related  Issues  for  the  Congress  as  it  once  again 
considers  eunendments  to  the  Safe  Drinking  Water  Act. 

In  summary,  Mr.  Chairman, 

—  The  GAO  report  being  released  today  examines  various 
approaches  for  Improving  small  systems'  compliance  with 
the  act,  including  the  use  of  (1)  affordable,  alternative 
treatment  technologies  and  (2)  creative  strategies  for 
providing  technical  and  financial  assistance  to  small 
systems.   However,  a  number  of  factors  limit  the 
effectiveness  of  these  strategies--particularly  the  sheer 
number  of  systems  needing  assistance.   Accordingly,  a 
number  of  states  have  Increasingly  sought  to  restructure 
the  management  or  operations  of  small,  nonviable  systems, 
and  to  prevent  nonviable  systems  from  forming  in  the 
first  place.   However,  EPA  needs  to  take  various  steps  to 
help  ensure  that  states'  viability  programs  succeed  in 
Improving  small  systems'  compliance  with  the  act. 

—  While  it  is  essential  to  Improve  the  capacity  of  small 
systems  to  comply  with  the  act's  requirements,  it  has 
also  become  increasingly  apparent  that  the  splraling 
costs  associated  with  these  requirements — particularly 
among  smaller  communities--must  be  examined  by  the 
Congress  and  the  administration.   The  addition  of 
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significant  new  requirements  without  a  commensurate 
increase  in  resources  has  impaired  the  ability  of  states 
and  communities  to  implement  many  of  the  fundamental 
progr£un  requirements  that  were  in  place  before  the  1986 
amendments  were  enacted.   The  problem  has  had  a 
disproportionately  larger  impact  on  smaller  communities 
because  they  generally  lack  the  economies  of  scale  to 
absorb  additional  costs. 

Many  of  the  problems  facing  small  systems  are  indicative 
of  those  facing  the  drinking  water  program  as  a  whole. 
We  believe  that  as  the  Congress  and  the  administration 
move  to  address  these  complex  issues  through  the 
reauthorization  of  the  Safe  Drinking  Water  Act,  they  will 
need  to  pursue  a  combination  of  strategies  rather  than  a 
single  course  of  action.  Specifically,  an  integrated 
approach  is  needed  that  (1)  promotes  the  development  of 
alternative  and  cost-effective  compliance  strategies, 
particularly  for  small  systems;  (2)  reassesses  whether 
regulatory  modifications  are  warranted  that  could  reduce 
cost  burdens  without  compromising  health  protection;  (3) 
provides  the  minimum  funding  levels  needed  to  maintain 
the  integrity  of  EPA's  drinking  water  program,  thereby 
reflecting  the  agency's  stated  policy  of  emphasizing 
activities  associated  with  greater  environmental  and 
health  risk;  and  (4)  places  greater  emphasis  in  the 
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drinking  water  program  on  activities  designed  to  prevent 
contamination  problems  from  occurring  in  the  first  place. 

Before  elaborating  on  these  findings,  we  would  first  like  to 
provide  a  little  background  on  the  nation's  drinking  water 
program. 

BACKGROUND 

The  Congress  enacted  the  Safe  Drinking  Water  Act  in  1974  to 
protect  the  public  from  the  risks  of  contaminated  drinking  water. 
This  act  required,  among  other  things,  that  EPA  establish  (1) 
drinking  water  standards  or  treatment  techniques  for  contaminants 
that  adversely  affect  human  health  and  (2)  requirements  for 
monitoring  the  quality  of  drinking  water  supplies  and  ensuring 
the  proper  operation  and  maintenance  of  public  water  systems. 

The  act  also  gave  EPA  the  authority  to  delegate  the  primary 
responsibility  for  enforcing  requirements  of  the  drinking  water 
program-commonly  referred  to  as  "primacy" --to  states  that  meet 
certain  requirements.   To  assist  states  in  developing  and 
implementing  their  own  drinking  water  programs,  the  act 
authorized  EPA  to  award  grants  to  the  states  and  directed  the 
agency  to  help  the  states  administer  their  programs.   All  states 
except  Wyoming  have  assumed  primacy  for  managing  their  drinking 
water  programs.   These  states  receive  grants  from  EPA  to  help  pay 
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for  the  oversight  of  water  systems  and  other  responsibilities. 

In  1986,  the  Congress  amended  the  act  to,  among  other 
things,  (1)  establish  deadlines  to  accelerate  EPA's  efforts  to 
set  standards,  (2)  establish  a  monitoring  program  for  certain 
unregulated  contcuninants,  (3)  require  EPA  to  issue  criteria  for 
determining  which  systems  that  rely  on  surface  water  must  filter 
their  water  supplies,  and  (4)  require  all  public  water  systems  to 
disinfect  their  supplies.   These  new  and  more  stringent 
requirements  significantly  increased  responsibilities  for 
providing  safe  drinking  water  at  the  federal,  state,  and  public 
water  system  levels . 

Meeting  new  and  complex  drinking  water  regulations  has 
become  increasingly  difficult,  particularly  for  small  public 
water  systems  which  often  lack  the  resources  and  technical 
expertise  needed  to  do  so.   In  fact,  90  percent  of  community 
water  systems  that  were  found  in  violation  of  drinking  water 
regulations  in  fiscal  year  1991  were  small  systems  (defined  by 
EPA  as  systems  with  3,300  or  fewer  customers).   According  to  EPA 
estimates,  it  will  cost  small  systems  nearly  $3  billion  through 
the  end  of  the  century  to  comply  with  all  regulations,  and  an 
additional  $20  billion  to  repair  and  replace  equipment  and  to 
expand  the  systems.   Several  regulations  now  under  development 
could  affect  thousands  of  small  water  systems  and  be  very 
expensive  to  implement. 
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ALTERNATIVE  APPROACHES  TO  HELP  SMALL  SYSTEMS 

These  escalating  costs  are  the  driving  force  behind  the 
recent  efforts  by  EPA,  the  states,  and  others  to  develop  new 
strategies  to  Improve  small  systems'  compliance.   These 
strategies  Include  (1)  exploring  whether  alternative  technologies 
can  effectively  treat  drinking  water  at  a  cost  affordable  to 
small  systems,  (2)  testing  creative  alternatives  for  providing 
technical  and  financial  assistance  to  small  systems,  and  (3) 
exploring  options  for  restructuring  small  systems,  such  as 
consolidating  small  systems  with  larger  systems  that  are  better 
able  to  absorb  costs. 

Large  systems  usually  have  a  customer  base  large  enough  to 
absorb  the  design,  engineering,  and  capital  costs  of  full-scale 
treatment  facilities.   Because  small  systems  have  fewer 
customers,  the  costs  associated  with  constructing  a  full-scale 
treatment  facility  are  generally  prohibitive.   Alternative 
technologies  are  available  to  remove  contaminants  from  drinking 
water,  and  some  small  systems  have  successfully  used  these 
alternatives  to  meet  their  treatment  needs  at  an  affordable  cost. 
One  such  alternative  Is  the  packaged  treatment  plant.   Packaged 
treatment  plants  are  systems  that  are  preassembled  In  a  factory, 
mounted  on  skids,  and  transported  to  treatment  sites  virtually 
ready  to  use.   One  small  water  system  In  Connecticut,  serving 
approximately  3,000  people,  saved  $1  million  by  Installing  two 
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packaged  treatment  plants  instead  of  building  a  larger,  full- 
scale  treatment  plant. 

Technical  and  financial  assistance  for  small  community  water 
systems  is  available  from  private,  state,  and  federal  sources. 
This  assistance  can  help  small  systems  correct  deficiencies  that 
cause  violations  of  state  or  federal  safe  drinking  water 
regulations.   The  American  Water  Works  Association  recently 
reported  that  $100  million  to  $200  million  is  being  spent 
annually  on  technical  assistance  and  training  for  about  75,000 
small  water  systems.^   In  addition,  for  many  years,  the  Farmers 
Home  Administration  has  provided  loans  and  grants  to  small,  rural 
communities  for  financing  the  construction  or  improvement  of 
community  water  and  wastewater  systems. 

While  technological  Innovation  and  technical  and  financial 
assistance  can  help  some  small  systems,  EPA  and  the  states  have 
increasingly  recognized  that  the  heart  of  the  noncompliance 
problem  lies  in  the  sheer  volume  of  small  systems  that  are 
nonviable  as  presently  structured  and  that  have  little  chance  of 
ever  achieving  compliance  with  the  increasing  number  of  drinking 
water  regulations.^  Accordingly,  several  states  have  turned 


'Waterweek,  American  Water  Works  Association,  vol.  1,  no.  5, 
Nov.  9,  1992. 

'In  general,  nonviable  water  systems  lack  the  technical, 
financial,  or  managerial  capabilities  to  remain  in  long-term 
compliance  with  drinking  water  regulations. 
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toward  restructuring  strategies  and  viability  programs  to  provide 
a  more  comprehensive  solution.   Restructuring  Is  the  adoption  of 
management  and/or  ownership  changes  that  provide  nonviable 
systems  with  the  financial,  technical,  and/or  managerial 
capability  needed  to  comply  with  drinking  water  regulations  In 
the  long  term.   One  restructuring  strategy  Involves  consolidating 
a  nonviable  small  water  system  with  a  larger,  viable  system  that 
has  a  larger  customer  base  and  can  better  absorb  costs.   Such 
consolidation  is  sometimes  Impossible  (particularly  in  the  case 
of  Isolated  systems  in  rural  areas)  but  is  nonetheless  a 
worthwhile  option  in  many  cases. 

State  viability  programs,  in  general,  are  designed  to  assess 
the  viability  of  water  systems  and  determine  the  best  solution 
for  bringing  nonviable  systems  into  compliance.   State  officials 
hope  that  such  strategies  will  not  only  result  in  greater 
compliance,  but  will  also  help  resolve  their  own  financial  crises 
by  reducing  the  number  of  problem  systems  they  must  oversee. 

FACTORS  IMPEDING  WIDER  USE  OF  ALTERNATIVE  STRATEGIES 

We  found  that  several  factors  prevent  wider  use  of 
alternative  treatment  technologies  by  small  drinking  water 
systems.   In  general,  a  lack  of  reliable  cost  and  performance 
information  about  alternative  technologies  makes  it  difficult  for 
state  regulators  to  (1)  identify  alternative  technologies  that 
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will  satisfy  treatment  needs  at  an  affordable  cost  and  (2)  grant 
approval  of  these  technologies.   Among  other  things,  state 
regulators  are  concerned  that  some  of  the  available  alternative 
technologies  are  too  complex  for  many  small  system  operators  to 
properly  operate  and  maintain. 

Although  a  wide  variety  of  technical  and  financial 
assistance  is,  ostensibly,  available  to  help  small  community 
water  systems  comply  with  federal  and  state  requirements,  the 
amount  of  assistance  is  extremely  limited  in  comparison  with  the 
needs  of  small  systems.   Notwithstanding  these  resource 
limitations,  state  and  industry  officials  told  us  that  such 
assistance  does  not  always  address  a  system's  long-term  needs 
and,  therefore,  may  actually  perpetuate,  rather  than  resolve, 
chronic  noncompliance  problems. 

States  have  also  experienced  difficulties  in  using 
restructuring  strategies  and  viability  programs.   Ironically, 
while  these  strategies  offer  states  a  promising  way  to  help 
reduce  their  own  long-term  progrcun  costs,  states  lack  the 
resources  needed  in  the  near-term  to  develop  and  implement  these 
programs.   The  problem  is  compounded  by  the  priorities  EPA  has 
set  for  the  states'  drinking  water  progr£uns,  which  emphasize 
compliance  monitoring,  implementing  new  regulations,  and  other 
activities.   Other  problems  complicating  states'  restructuring 
strategies  and  viability  programs  include  (1)  difficulties 
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obtaining  the  authority  needed  for  such  programs  from  state 
legislatures;  (2)  the  lengthy  time  required  for  some 
restructuring  efforts,  particularly  those  involving  hostile 
parties;  and  (3)  EPA's  drinking  water  grant  formula,  which 
generally  allocates  more  funding  to  states  with  more  water 
systems  and  can  therefore  serve  as  a  disincentive  to  states  that 
consolidate  their  water  systems. 

OVERCOMING  BARRIERS  HINDERING  ALTERNATIVE  APPROACHES 

EPA  is  involved  in  various  efforts  to  encourage  wider  use  of 
alternative  technologies.   For  example,  the  agency  is  (1)  helping 
to  assess  the  effectiveness  o^  selected  alternative  technologies, 
(2)  assisting  in  the  creation  of  a  centralized  data  base  that 
will  allow  states  and  small  systems  to  share  information  about 
drinking  water  technologies,  and  (3)  assisting  in  efforts  to 
develop  standard  protocols  for  the  assessment  and  approval  of 
alternative  drinking  water  system  technologies. 

Nevertheless,  given  the  large  number  of  small  community 
water  systems,  many  federal,  state,  and  industry  officials  agree 
that  there  will  never  be  sufficient  resources  to  provide  the 
technical  and  financial  assistance  needed  to  bring  all  violating 
systems  into  compliance.   Moreover,  as  EPA  continues  to  develop 
new  regulations  required  by  the  1986  amendments  to  the  act,  small 
systems  will  soon  be  required  to  comply  with  requirements  with 
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which  their  larger  counterparts  are  already  having  difficulty. 

Accordingly,  EPA  has  focused  attention  on  overcoming  the 
difficulties  preventing  wider  use  of  restructuring  strategies  and 
viability  programs.   For  example,  the  agency  has  encouraged 
states,  through  guidance  and  workshops,  to  develop  viability 
programs  and  restructure  nonviable  systems.   EPA  also  changed  the 
method  for  allocating  state  grants  for  fiscal  year  1994  to  help 
remove  disincentives  for  consolidating  nonviable  systems — 
although  the  agency  has  yet  to  adopt  long-term  changes  to  the 
grant  formula. 

EPA  is  also  seeking  new  legislation  that  would  further 
enhance  restructuring  and  viability  progreuns.   In  particular,  the 
agency  recently  recommended  that  the  Congress  require  states,  as 
a  condition  of  retaining  primacy,  to  have  both  small  system 
viability  programs  and  the  authority  to  direct  nonviable  drinking 
water  systems  to  restructure.   EPA  also  recommended  that  states 
be  required  to  implement  operator  certification  progreuns  as  a 
condition  of  primacy.   The  agency  hopes  this  will  help  encourage 
wider  use  of  certain  restructuring  strategies,  such  as 
contracting  for  operation  and  maintenance  services  and  developing 
cooperative  agreements  to  share  these  services.   EPA  has  also 
proposed  that  the  Congress  establish  a  state  fee  program  to  help 
fund  these  and  other  state  drinking  water  programs  activities, 
although  the  agency  has  yet  to  develop  the  details  of  such  a 
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proposal . 

We  acknowledge  EPA's  progress  in  addressing  technological 
and  managerial  issues,  particularly  in  light  of  the  agency's  own 
serious  budget  constraints,  and  agree  that  states  should  develop 
viability  programs  and  acquire  authorities  needed  to  restructure 
nonviable  systems.   To  be  consistent,  however,  the  agency  still 
needs  to  address  a  number  of  problems  to  ensure  the  success  of 
these  restructuring  efforts.   Specifically,  as  we  noted  in  our 
report,  EPA  needs  to  (1)  revise  the  priorities  it  has  set  for 
states'  drinking  water  programs  to  place  greater  emphasis  on 
developing  and  implementing  viability  programs,  (2)  work  with  the 
Congress  to  ensure  that  its  proposal  to  require  that  states 
develop  viability  programs  is  accompanied  by  a  detailed  and 
realistic  funding  strategy  to  implement  these  programs,  and  (3) 
remove  disincentives  to  consolidating  water  systems  in  the 
agency's  state  grant  formula. 

IMPACTS  OF  ESCALATING  PROGRAM  COSTS 

While  greater  progress  is  needed  in  efforts  to  improve  small 
systems'  compliance  with  drinking  water  requirements,  it  has 
become  increasingly  apparent  that  we  need  to  reexamine  the 
requirements  themselves — particularly  some  of  the  newer 
requirements  associated  with  the  act's  1986  amendments. 
Specifically,  we  believe  the  act's  reauthorization  offers  the 
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Congress  and  the  administration  a  unique  opportunity  to  reexamine 
the  costs  associated  with  some  of  the  act's  1986  amendments  and 
implementing  regulations,  and  the  unintended  impacts  these 
requirements  may  be  having  on  the  overall  effectiveness  of  the 
program . 

EPA  recently  estimated  that  total  compliance  costs  will 
reach  $1.4  billion  annually  by  1995.   This  estimate  only  includes 
regulations  that  have  already  been  promulgated;  several 
regulations  now  under  development,  including  regulations  on  radon 
and  other  radionuclides,  disinfectants  and  disinfection  by- 
products, groundwater  disinfection,  and  arsenic,  could  affect 
thousands  of  small  water  systems  and  be  very  expensive  to 
implement.   For  example,  annual  compliance  costs  for  the  first 
stage  of  the  upcoming  disinfectants/disinfection  by-products  rule 
are  estimated  to  be  approximately  $1.1  billion.   Perhaps  more 
important,  program  costs  will  continue  to  rise  rapidly  well  into 
the  future — as  presently  written,  the  act  requires  EPA  to  set 
standards  for  an  additional  25  contaminants  every  3  years. 

Simply  by  virtue  of  their  size  and  number,  small  water 
systems  bear  a  disproportionately  greater  financial  burden  than 
large  systems  in  implementing  drinking  water  regulations.   On  a 
per-household  basis,  the  disparity  between  large  and  small 
systems  can  be  dreunatic.   For  example,  for  water  systems  that 
have  synthetic  organic  and/or  inorganic  contamination  greater 
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than  the  maximum  contaminant  levels,  EPA  estimates  that  per- 
household  costs  for  larger  water  systems  will  Increase  by  about 
$210  per  year,  as  compared  with  up  to  $1,500  per  household  for 
smaller  systems  serving  populations  of  100  or  fewer.   Overall, 
EPA  estimates  that  nearly  70  percent  of  total  compliance  costs 
will  be  borne  by  small  water  systems,  although  these  systems 
supply  drinking  water  to  only  10  percent  of  the  U.S.  population. 

States  have  also  been  severely  affected  by  the  growth  In  the 
program's  requirements,  particularly  since  this  growth  has 
occurred  without  a  commensurate  increase  in  program  resources. 
As  we  reported  in  1992,  states  are  deferring  or  eliminating 
important  program  elements,  devoting  available  resources  instead 
to  developing  and  overseeing  implementation  of  a  growing  list  of 
contaminant  regulations.'  Ironically,  many  of  the  activities 
that  have  suffered  the  most,  such  as  technical  assistance 
programs,  operator  training  and  certification  programs,  and 
wellhead  protection  programs  designed  to  prevent  contamination  of 
groundwater  drinking  supplies,  are  the  ones  with  greatest 
potential  to  avert  contamination  problems  and  reduce  water 
systems'  long-term  compliance  costs. 

Among  the  most  important  of  these  activities  are 
comprehensive  Inspections  called  sanitary  surveys.   During  a 


'DrinkinQ  Water;  Widening  Gap  Between  Weeds  and  Available 
Resources  Threatens  Vital  EPA  Program  (GAO/RCED-92-184,  July  6, 
1992)  . 
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sanitary  survey,  state  officials  may  sample  the  water,  inspect 
plant  equipment,  evaluate  operators'  capabilities,  and  assess 
numerous  other  vital  aspects  of  plant  safety  and  operations.   Yet 
as  we  reported  last  year,  many  state  program  managers --while 
conceding  that  sanitary  surveys  are  among  the  most  vital  elements 
of  their  program- -are  nevertheless  cutting  back  on  them  in  order 
to  meet  the  new  program  requirements  mandated  by  the  1986 
amendments . * 

The  recent  crisis  at  the  Dalecarlia  water  treatment  plant  in 
Washington,  D.C.,  illustrates  how  important  these  basic 
activities  can  be  in  preventing  or  minimizing  major  problems.   As 
was  the  case  in  Milwaukee  last  year,  the  problem  at  the 
Dalecarlia  plant  involved  a  turbidity  violation,  a  condition  that 
can  result  in  bacteria,  viruses,  or  other  pathogenic  organisms 
entering  the  water  supply.   In  the  aftermath  of  the  crisis,  it 
became  clear  that  many  of  its  causes  could  be  traced  to 
deficiencies  in  the  basic  "nuts  and  bolts"  needed  to  protect  a 
system's  drinking  water:   Operators  were  inadequately  trained, 
operating  procedures  were  poorly  designed,  and  equipment  was 
outdated.   Many  of  these  problems  had  been  identified  during  a 
sanitary  survey  of  the  facility  during  1991  but,  according  to  EPA 
and  plant  officials,  a  shortage  of  funds  prevented  plant 
officials  from  correcting  them. 


*DrinkinQ  Water;  Kev  Quality  Assurance  Program  Is  Flawed  and 
Underfunded  (GAO/RCED-93-97,  Apr.  9,  1993). 
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Our  long-standing  oversight  of  the  drinking  water  program 
suggests  that  the  budget  problems  cited  by  Dalecarlla  officials 
are  not  unique.   Moreover,  we  have  found  that  many  of  the  new 
responsibilities  added  to  the  program  are  being  addressed  at  the 
expense  of  existing  responsibllltles--often  to  the  detriment  of 
the  overall  program.   In  at  least  some  of  these  cases, 
modification  of  the  1986  amendments  could  allow  limited  resources 
to  be  allocated  to  activities  that  are  clearly  more  Important  to 
the  viability  and  effectiveness  of  state  and  local  efforts  to 
protect  drinking  water.   The  requirement  to  regulate  25 
additional  contaminants  every  3  years,  with  little  regard  for  the 
relative  risks  they  pose,  may  well  be  a  good  candidate  for  such 
reconsideration. 

MULTI FACETED  APPROACH  NEEDED  TO  PROTECT 
THE  NATION'S  DRINKING  WATER  SUPPLIES 

Regulatory  changes,  however,  are  only  a  partial  solution  to 
the  problems  warranting  the  Congress's  attention  as  it  considers 
reauthorizing  the  Safe  Drinking  Water  Act.   The  recent  drinking 
water  crises  in  Milwaukee  and  Washington,  D.C.  are  sobering 
reminders  of  the  importance  of  protecting  drinking  water 
supplies--and  of  the  difficulty  of  doing  so.   As  we  recommended 
in  a  report  Issued  last  June,  we  believe  that  EPA  and  the 
Congress  should  work  together  to  develop  an  Integrated  approach 
that  addresses  the  need  to  bring  the  program's  costs  under 
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control,  but  which  Includes  several  other  essential  elements  as 
well.' 

First,  EPA  has  made  some  progress  in  helping  states  and 
water  systems  find  alternative  and  cost-effective  strategies  to 
achieve  compliance  (especially  among  small  water  systems), 
particularly  in  light  of  the  agency's  own  budget  constraints. 
However,  as  we  noted  earlier  in  this  statement  and  in  the  report 
being  released  today,  the  agency  needs  to  accelerate  its  efforts 
to  deal  with  nonviable  water  systems  by  (1)  revising  the 
priorities  it  has  set  for  states'  drinking  water  programs  to 
place  greater  emphasis  on  developing  and  implementing  viability 
programs,  (2)  working  with  the  Congress  to  ensure  that  its 
proposal  requiring  states  to  develop  viability  programs  is 
accompanied  by  a  detailed  and  realistic  funding  strategy  to 
implement  them,  and  (3)  removing  disincentives  to  consolidating 
water  systems  in  the  agency's  state  grant  formula. 

Second,  as  we  have  reported  on  several  occasions  in  the 
past,  EPA  needs  to  work  with  cognizant  committees  of  the  Congress 
to  identify  the  minimum  funding  levels  needed  to  maintain  the 
integrity  of  EPA's  drinking  water  program,  thereby  reflecting  the 
agency's  stated  policy  of  emphasizing  activities  associated  with 
greater  environmental  and  health  risk.   We  believe  this 


'Drinking  Water;    States  Face  Increased  Difficulties in 

Meeting  Basic  Requirements  (GAO/RCED-93-144,  June  25,  1993) 
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assessment  Is  particularly  warranted  in  light  of  (1)  the  high 
levels  of  noncompliance  and  other  problems  identified  in  some  of 
our  more  recent  evaluations  of  this  program  and  (2)  the  agency's 
own  designation  of  the  program  as  a  "material  weakness"  under  the 
Federal  Managers'  Financial  Integrity  Act--a  designation  the 
agency  reserves  for  its  most  serious  problems. 

Third,  we  believe  the  drinking  water  program  overemphasizes 
the  treatment  of  problems  detected,  at  the  expense  of  activities 
designed  to  prevent  or  minimize  problems  in  the  first  place.   In 
particular,  greater  emphasis  is  needed  on  activities  such  as  (1) 
the  wellhead  protection  program,  which  is  designed  to  prevent 
contaminants  from  finding  their  way  into  underground  water 
supplies,  and  (2)  sanitary  survey  programs,  which  are  designed  to 
identify  and  correct  limited  problems  at  the  water  system  before 
they  become  larger  problems  affecting  water  quality.   As  EPA  has 
long  acknowledged,  near-term  investments  in  preventive  programs 
such  as  these  can  improve  compliance  and  prevent  much  larger 
cleanup  costs  in  the  long  term. 


Mr.  Chairman,  this  completes  our  prepared  statement.   We 
would  be  pleased  to  respond  to  any  questions  you  or  other  members 
of  the  Subcommittee  may  have. 
(160230) 
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Mr.  Synar.  I  will  recognize  myself  for  5  minutes. 

The  1986  Safe  Drinking  Water  Act  amendments  increased  the 
number  of  regulated  contaminants.  Mr.  Guerrero,  tell  us  the  ra- 
tionale from  that  1986  bill  to  get  EPA  to  develop  regulations  for  83 
contaminants  within  3  years  and  for  25  contaminants  every  3  years 
thereafter. 

Mr.  Guerrero.  That  approach  was  in  response  to  a  lack  of 
progress  over  the  prior  12  years  where  the  Agency  had,  when  given 
discretion,  only  issued  one  standard. 

Mr.  Synar.  There  is  a  lot  of  talk  today  about  cost  benefits  and 
focusing  on  our  resources  on  the  biggest  risk  in  the  environmental 
area.  Is  the  drinking  water  contaminant  a  major  environmental 
risk  and  should  the  public  be  concerned  about  it? 

Mr.  Guerrero.  EPA  has  estimated  that  the  drinking  water  pro- 
gram is  among  the  top  5  programs  ranked  according  to  risk — this 
was  done  in  a  1990  science  advisory  board  risk  ranking  proce- 
dures— and  that  the  program  merits  additional  resources. 

As  we  saw  last  year  in  the  outbreak  in  Milwaukee  where  400,000 
people  became  ill,  the  kinds  of  problems  that  can  occur  if  drinking 
water  is  not  adequately  protected  can  be  severe. 

Mr.  Synar.  The  1986  bill  added  a  lot  of  new  costs  particularly 
to  small  systems.  What  did  you  estimate  that  to  be? 

Mr.  Guerrero.  We  estimated  that  small  svstems  will  require 
about  $3  billion  to  the  end  of  the  century  and  that  is  in  addition 
to  the  $20  billion  they  will  require  to  make  capital  improvements 
to  improve  their  infrastructure. 

Mr.  Synar.  We  talked  about  the  1984  regulated  contaminants, 
the  25  additional  every  3  years.  Do  you  think  it  is  time  to  rethink 
those  requirements? 

Mr.  Guerrero.  As  I  stated  in  my  statement,  Mr.  Chairman,  we 
believe  that  it  is  time  to  reexamine  that  requirement. 

Mr.  Synar.  One  of  the  su^estions  that  we  hear  from  our  small 
areas  is  regulating  contaminants  based  upon  occurrence  in  the 
drinking  water.  Do  you  think  that  is  a  better  approach? 

Mr.  Guerrero.  We  believe  that  clearly  EPA  does  lack  good  oc- 
currence data  and  needs  to  do  a  better  job  getting  that  data.  We 
also  believe  that  risk  data  is  important  to  use  in  selecting  contami- 
nants for  regulation. 

Mr.  Synar.  It  has  been  suggested  by  some  that  EPA  could  and 
should  evaluate  occurrence  and  health  data  extensively  before  reg- 
ulating contaminants  and  then  use  cost-benefit  analysis  in  setting 
the  drinking  water  standards. 

How  would  that  differ  from  what  we  are  doing  now? 

Mr.  Guerrero.  Currently  under  the  law,  EPA  sets  a  contami- 
nant goal  which  is  a  risk-base  goal  at  which  no  adverse  health  ef- 
fects will  occur.  It  then  looks  at  the  best  available  technology  and 
is  required  by  law  to  pick  that  technology  that  comes  closest  to 
achieving  that  goal.  That  then  sets  the  standard,  which  is  called 
an  MCL. 

In  doing  this,  the  Agency  is  allowed  to  take  costs  into  consider- 
ation, but  largely  only  looks  at  the  costs  of  the  best  available  tech- 
nology for  larger  systems. 

Under  one  proposal,  EPA  would  take  cost  benefits  into  account 
presumably  in  setting  the  standard  itself.  It  would  not  be  required 
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to  set  that  standard  necessarily  as  close  to  the  goal  as  it  is  now 
required  to  do. 

Mr.  Synar.  We  talked  about  the  frustration  in  1986  after  12 
years  of  regulatory  inactivity.  Couldn't  the  Agency  use  this  cost- 
benefit  analysis  as  another  excuse  not  to  regulate? 

Mr.  Guerrero.  Given  EPA's  past  track  record,  we  have  some 
concern  that  when  the  Agency  has  been  given  wide  discretion  to 
regulate  it  has  left  a  lot  to  be  desired.  It  is  extremely  important, 
in  our  view,  given  the  early  history  of  this  particular  progpram  and 
the  history  of  other  programs  such  as  FIFRA  and  TSCA 

Mr.  Synar.  But  FIFRA  and  TSCA  are  not  great  examples  of  how 
cost-benefit  analysis  can  be  used  because  most  of  those  substances 
have  never  been  reviewed,  have  they? 

Mr.  Guerrero.  That  is  correct.  As  I  have  testified  before  you, 
Mr.  Chairman,  especially  with  regard  to  the  FIFRA  program,  there 
has  been  very  little  result  for  two  decades  of  effort. 

Mr.  Synar.  Only  25  pesticides  have  been  banned,  is  that  right? 

Mr.  Guerrero.  That  is  correct.  Another  25,  in  addition,  have 
been  voluntarily  withdrawn,  but  EPA  has  only  taken  action  on  25. 

Mr.  Synar.  History  has  shown  that  when  EPA  has  been  left  to 
make  difficult  regulatory  decisions  without  explicit  policy  direction 
fi-om  Congress,  delay  and  inaction  have  resulted.  In  fact,  legal  com- 
mentators describe  this  standard  as  basically  "paralysis  by  analy- 
sis" because  it  takes  so  long  for  them  to  set  standards  and  so  few 
get  done. 

Is  there  any  way  to  avoid  this  problem  through  the  legislation 
which  takes  a  cost-benefit  approach  to  regulating  contaminants? 

Mr.  Guerrero.  It  is  important  in  giving  EPA  additional  instruc- 
tions to  use  cost-benefit  analysis  that  Congress  also  make  an  effort 
to  decide  certain  basic  policy  considerations,  such  as  answering 
how  close  to  a  health  base  goal  should  those  standards  be  set. 

Mr.  Synar.  One  of  the  problems  is  that  risk  reduction  benefits 
are  hard  to  compute;  we  are  probably  in  the  infant  stage  of  trying 
to  determine  this,  aren't  we? 

Mr.  Guerrero.  Yes.  These  are  useful  tools,  but  only  as  good  as 
the  quality  and  availability  of  data  we  have.  On  both  sides  of  the 
picture,  both  benefit  and  cost  data,  there  is  a  lot  left  to  be  desired. 

Mr.  Synar.  You  said  that  EPA  had  predicted  $1  billion  per  year 
to  comply  with  the  act.  That  figure  is  not  very  reliable,  is  it? 

Mr.  Guerrero.  That  is  correct.  There  are  a  number  of  assump- 
tions that  EPA  made  in  coming  up  with  those  estimates,  and  they 
are  probably  understated.  One Tcey  assumption  involved  the  extent 
and  use  of  monitoring  waivers. 

As  we  have  heard  from  Mr.  dinger,  monitoring  can  be  an  expen- 
sive element  for  many  small  systems  and  those  waivers  generally 
are  not  being  used  to  the  extent  that  EPA  had  anticipated. 

Mr.  Synar.  One  of  the  things  I  hear  fi-om  Oklahoma  small  rural 
systems  is  the  high  cost  of  monitoring  and  testing  for  contaminants 
that  don't  show  up  in  their  water.  I  guess  the  natural  question  is, 
should  water  systems  be  allowed  to  tailor  their  monitoring  and 
testing  requirements  to  target  contaminants  that  they  are  reason- 
ably expected  to  find? 

Mr.  Guerrero.  Absolutely.  Right  now  there  is  ability  within  the 
statute  to  tailor  monitoring  ana  to  issue  these  waivers.  They  are 
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not  being  issued  by  States,  by  and  large,  and  States  are  not  being 
pressed  to  implement  waiver  programs  and  they  don't  have  ade- 
quate funding  to  do  so. 

Mr.  Synar.  And  that  monitoring  and  testing  shouldn't  be  di- 
vorced from  pollution  prevention  and  wellhead  protection  pro- 
grams? It  should  all  be  tied  together,  shouldn't  it? 

Mr,  Guerrero.  Yes.  In  fact,  those  waivers  and  exemptions  can 
be  a  powerful  incentive  to  move  toward  the  protection  side  of  the 
picture. 

Mr.  Synar.  Mr.  CHnger. 

Mr.  Clinger.  Following  up  on  that,  that  was  one  of  the  questions 
I  had  with  regard  to  the  waivers.  Do  I  understand  that  the  reason 
only  two  States  have  applied  for  waivers  in  this  area  is  because  ba- 
sically nobody  is  doing  it  anyway? 

Mr.  Guerrero.  The  reason  it  doesn't  happen  is  because  the 
States  have  to  put  in  place  a  program  to  grant  those  types  of  waiv- 
ers and  it  takes  resources  away  from  other  competing  demands  of 
the  States  programs. 

Mr.  Clinger.  So  even  though  it  saves  money  down  the  road,  the 
initial  investment  to 

Mr.  Guerrero.  That  is  right.  It  requires  an  upfront  investment 
for  a  long-term  benefit  and  the  States  are  so  hard  pressed  dealing 
with  everything  that  is  upfront  today  they  don't  have  the  resources 
to  make  those  kinds  of  wise  investments. 

Mr.  Clinger.  Do  you  think  the  waivers  are  a  good  idea  though, 
a  good  approach?  Should  we  make  it  easier  for  them 

Mr.  Guerrero.  Absolutely.  EPA  had  the  experience  in  Wiscon- 
sin, where  a  half  a  billion  dollar  investment  in  that  type  of  pro- 
gram has  paid,  in  their  estimate,  some  $15  billion  in  benefits  from 
monitoring  waivers. 

Mr.  Clinger.  Following  up  on  what  you  were  discussing  with  the 
chairman,  it  seems  that  the  enormous  cost  that  we  have  involve 
small  water  systems,  their  inability  to  have  the  resources  to  do 
what  is  required  under  the  Safe  Drinking  Water  Act,  as  a  result 
of  the  1986  amendments,  these  amendments  were  passed  out  of  a 
sense  of  frustration  up  here  that  we  weren't  getting  results  we  had 
hoped  for,  so  they  were  passed  setting  arbitrary  figures  on  what 
number  of  contaminants  ought  to  be  looked  at  every  year,  and  this 
really  has  put  a  tremendous  burden  on  the  States. 

Should  we  consider,  do  you  think  at  this  point,  providing  some 
sort  of  different  regulatory  scheme  for  small  water  systems?  How 
do  you  suggest  we  address  this  problem? 

Mr.  Guerrero.  EPA  has  proposed  in  their  reauthorization  pack- 
age to  look  at  a  second  tier  of  protection  for  small  systems.  I  think 
we  have  to  be  extremely  careful  in  moving  in  that  direction. 

First,  I  think  we  ought  to  caveat  that  with  the  notion  that  any 
such  two-tiered  protection  system  is  temporary  in  nature,  that  it  is 
targeted  toward  systems  that  are  clearly  viable  and  in  the  long  run 
can  conform  and  meet  the  act's  requirements,  and  that  the  public 
is  fully  notified  when  this  occurs. 

When  used  very  carefully  and  with  those  kinds  of  protections,  it 
may  have  merits.  It  presents  a  challenge  because  it  suggests  a  dou- 
ble standard. 
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Mr.  Clinger.  It  really  comes  down  to  economics  where  you  apply 
the  same  standards  to  a  very  large  population  area,  and  obviously 
the  pain  is  less  than  when  you  are  applying  it  to  communities  like 
the  chairman  and  I  represent.  You  are  inducing  a  lot  of  pain  on 
small  rural  areas. 

In  your  report,  you  criticize  EPA  for  not  emphasizing  strong  via- 
ble programs  and  for  discouraging  States,  albeit  inadvertently, 
from  merging  or  consolidating  drinking  water  systems.  That  was 
something  that  I  had  worked  on  some  years  ago  to  try  to  figure 
how  we  could  create  some  sort  of  Fannie  Mae  approach  to  provide 
financing  for  small  community  drinking  water  systems  and  we 
were  not  able  to  do  it. 

You  state  that  implementing  viability  programs  can  initially  be 
resource  intensive  thus  you  are  faced  with  the  same  problem, 
which  is  that  the  need  for  resources  exceeds  availability.  How  then 
can  EPA  responsibly  encourage  the  development  of  viability  pro- 
grams if  sufficient  funding  is  unavailable? 

Mr.  Guerrero.  I  think  you  have  hit  the  nail  on  the  head;  it 
can't.  I  think  in  order  for  EPA  to  put  clout  behind  its  endorsement 
of  these  programs,  it  has  to  provide  funding  to  States  to  design  and 
implement  those  programs.  Those  programs  have  great  merit. 

There  is  about  50  percent  of  the  small  systems  out  there  that  are 
potentially  candidates  for  restructuring  to  realize  economies  of 
scale  and  to  reduce  their  costs  through  restructuring.  It  is  a  pro- 
gram with  great  merit  and  should  be  pursued,  and  it  will  require 
additional  funding. 

Mr.  Clinger.  What  is  the  breakdown?  Do  you  have  any  idea 
how,  what  percentage  of  systems  out  there  are  privately,  under  pri- 
vate aegis  and  which  are  imder  public? 

Mr.  Guerrero.  It  is  about  split  half  and  half. 

Mr.  Clinger.  It  seems  to  me  that  many  of  the  smaller  systems 
tend  to  be  privately  owned  systems? 

Mr.  Guerrero.  I  am  not  sure  when  you  get  to  the  smallest  of 
the  small  what  that  distribution  looks  like,  but  for  systems  serving 
populations  of  less  than  3,000,  it  is  50/50;  50  percent  are  publicly 
owned,  50  percent  are  private  investor-owned. 

Mr.  Clinger.  Whether  private  or  public,  the  taxpayer  of  the  com- 
munity has  to  pay  for  it? 

Mr.  Guerrero.  That  is  right.  The  ratepayers  in  that  community 
will  have  to  pay  the  cost  to  comply  with  the  law. 

Mr.  Synar.  Mr.  Mica. 

Mr,  Mica.  Thank  you,  Mr.  Chairman. 

The  chairman  has  covered  most  of  the  cost-risk  benefit  analysis 
questions,  so  I  will  move  to  a  couple  of  other  areas. 

The  community  water  systems  population  that  is  served  on  page 
13  of  your  chart,  it  looks  like  most  of  the  problems  are  with  the 
very  small-size  water  systems,  the  noncompliance  problems  for 
small  systems.  Is  that  correct? 

Mr.  Guerrero.  Clearly  the  economies  of  scale  here  are  an  issue 
and  most  of  the  problems  that  are  faced  here  in  terms  of  costs,  are 
costs  to  small  systems  and  the  smaller  the  system 

Mr.  Mica.  But  most  of  the  noncompliance  problems  are  with  the 
very  small  or  small? 

Mr.  Guerrero.  Yes,  sir. 
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Mr.  Mica.  Adding  up  the  figures,  you  get  close  to  90  percent? 

Mr.  Guerrero.  That  is  correct. 

Mr.  Mica.  The  population  served  with  a  very  large  system,  large 
system,  medium-sized  system,  is  about  90  percent  of  the  country. 
There  aren't  as  many  problems  for  compliance  in  that  area? 

Mr.  Guerrero.  That  is  correct. 

Mr.  Mica.  What  are  the  two  things  small  systems  lack?  One  is 
probably  money  and  the  other  is  technical  assistance. 

Mr.  Guerrero.  They  lack  a  number  of  things,  trained  and  cer- 
tified operators 

Mr.  Mica.  But  money  would  solve  that  and  technical  assistance? 

Mr.  Guerrero.  They  lack  the  resources  to  achieve  compliance. 

Mr.  Mica.  So  it  boils  down  to  a  question  of  money. 

I  serve  on  another  committee  that  has  authorized  $599,000  for 
a  revolving  fund.  Nothing  has  been  done  with  that.  The  money  is 
appropriated;  right? 

Mr.  Guerrero.  The  money  has  been  appropriated,  not  author- 
ized. 

Mr.  Mica.  That  is  right.  So  the  money  is  here  sitting  in  a  revolv- 
ing fund  which  would  make  money  and  technical  assistance  avail- 
able, right? 

Mr.  Guerrero.  That  would  solve  some  of  the  problems,  yes. 

Mr.  Mica.  That  is  just  the  first  year  because  it  goes  to  $1  billion 
and  then  on  up  to  provide  this  assistance. 

Mr.  Guerrero.  I  said  that  it  would  solve  some  of  the  problems 
because  we  know  from  work  we  have  done  on  a  similar  State  re- 
volving fund  for  wastewater  treatment  that  the  smallest  of  systems 
have  a  hard  time  competing 

Mr,  Mica.  Your  report  says  there  are  two  areas  that  are  lacking 
and  one  is  congressional  action,  flexibility  for  small  systems  for 
compliance,  and  the  other  is  funds  or  loans  available  that  would  as- 
sist them.  Both  of  those  need  congressional  action;  is  that  correct? 

Mr.  Guerrero.  The  lack  of  funding  issue  needs  to  be  looked 
at 

Mr.  Mica.  Also  the  1986  law  the  chairman  spoke  about.  So  those 
are  the  two  focuses  and  Congress  has  done  nothing  or  little  about 
both. 

As  far  as  the  Agency  is  concerned,  there  are  two  things  that  the 
agencies  need  to  do.  They  need  to  provide  alternatives,  either  tech- 
nical assistance  or  revise  their  rules;  is  that  correct? 

Mr.  Guerrero.  I  would  say  that  in  providing  the  technical  as- 
sistance, that  is  also  something  that  Congpress  can  be  helpful  with. 

Mr.  Mica.  That  is  also  money  though.  One  of  the  things  I  have 
found  in  providing  alternative  filtration  systems  and  technical  as- 
sistance and  all  tnat,  that  is  also  money.  They  have  spent  some 
time  and  money  doing  this,  but  haven't  come  up  with  either  a  man- 
ual or  with  sort  of  the  technical  equipment  to  do  the  job;  is  that 
correct? 

Mr.  Guerrero.  That  is  right.  EPA  is  just  beginning  to  get  cost 
and  performance  data  out  to  smaller  systems, 

Mr.  Mica.  But  they  could  change  the  rules  and  that  could  be 
done  by  the  Agency. 

The  other  thing  you  identified  in  your  report  is  the  grant  for- 
mula. Some  of  the  rules  I  guess  deal  with  States,  that  the  smaller 
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numbers  of  systems  you  have,  the  less  money  you  get.  So  it  works 
in  contrary  fashion  to  the  urging  of  consolidation  of  some  of  the 
smaller  nonviable  systems,  right? 

Mr.  Guerrero,  lliat  is  correct. 

Mr.  Mica.  So  that  could  be  done  by  rule,  too. 

Mr.  Guerrero.  No,  that  is  something  EPA  can  change — EPA  can 
change  its  grant  formula. 

Mr.  Mica.  That  is  what  I  meant,  within  the  Agency.  Basically 
what  we  are  talking  about,  we  have  covered  most  of  the  areas,  by 
what  Congress  can  do  and  what  the  Agency  can  do,  and  that  is  the 
conclusion  of  your  report. 

Mr.  Guerrero.  There  is  one  other  important  area,  Mr.  Mica, 
that  I  would  urge  also  that  the  Congress  look  at,  and  that  is  the 
relative  investment  we  make  in  what  we  call  pollution  prevention 
activities  versus  remedial  kinds  of  activities,  the  wellhead  protec- 
tion program  and  those  kinds  of  activities 

Mr.  MICA.  I  didn't  see  the  number  of  people  served  and  would 
like  to  get  it  broken  down  more  on  the  size  of  the  system.  You  have 
500  and  above  and  below. 

How  many  people  are  served  in  the  coimtry  by  individual  wells? 
I  have  neighbors  that  are  served  by  wells.  I  would  like  to  see  that 
number  and  how  we  protect  those  folks. 

Ms.  Crocker.  EPA  does  break  down  the  system  size  categories 
and  the  populations  served  categories.  I  think  there  are  12  dif- 
ferent size  categories. 

Mr.  Mica.  But  you  have  no  idea — ^is  it  20  percent  of  the  popu- 
lation, 30  percent  of  the  population  that  gets  their  water  out  of  a 
well? 

Mr.  Guerrero.  Out  of  individual  wells,  offhand,  no,  but  we  could 
ask. 

[The  information  referred  to  follows:] 

According  to  EPA,  approximately  15%  of  Americans  (40  million  people)  receive 
their  drinkmg  water  from  individually  owned  sources  such  as  wells.  Owners  of  these 
sources  are  solely  responsible  for  the  quality  of  the  water  provided. 

Mr.  Mica.  That  would  be  interesting  because  those  people  don't 
all  get  protected  per  se  either.  It  would  be  my  assumption  that  dif- 
ferent jurisdictions  have  different  enforcement. 

I  have  property  in  a  couple  of  places  and  I  know  you  just  drill 
a  well  and  start  pumping  and  drinking. 

Mr.  Guerrero.  The  important  thing  to  keep  in  mind  here,  is 
that  10  percent  of  the  systems  cover  90  percent  of  the  population, 
so  the  protections  that  are  in  place  are  largely  in  place  for  most 
of  the  population. 

Mr.  Mica.  Thank  you. 

Mr.  Chairman,  I  yield. 

Mr.  Synar.  Thank  you,  Mr.  Mica. 

The  small  water  systems  we  are  talking  about  were  having  prob- 
lems with  contaminant  monitoring  and  testing  prior  to  1990  as  was 
described  in  your  last  report.  That  was  before  Congress  put  in 
place  the  new  requirements  in  1986;  is  that  correct? 

Mr.  Guerrero.  That  is  right. 

Mr.  Synar.  It  was  Congress,  not  EPA,  that  required  testing  for 
25  additional  contaminants  every  3  years,  correct? 

Mr.  Guerrero.  That  is  correct. 
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Mr.  Synar.  We  have  asked  small  systems  to  pay  for  champagne 
solutions  for  beer  problems.  As  vou  said  in  your  testimony,  we  have 
asked  small  systems  to  build  full-scale  water  treatment  plants. 

Describe  if  you  would  the  alternative  technologies  which  are 
available  to  these  small  systems  to  comply  with  the  act. 

Mr.  Guerrero.  There  are  what  are  called  packaged  treatment 
systems  that  come  out  of  a  factory.  They  are  shipped  to  a  site,  as- 
sembled and  used  in  lieu  of  building  a  treatment  plant  on  the  site. 
There  are  also  point-of-entry  types  of  devices  that  are  used  at  the 
point  at  which  water  comes  into  the  unit,  be  it  a  residence  or  build- 
ing, and  there  are  point-of-use  units  on  the  tap  itself. 

These  are  the  kinds  of  technologies  available  to  help  achieve 
compliance  by  smaller  systems. 

Mr.  Synar.  They  are  supposed  to  save  money.  Do  they? 

Mr.  Guerrero.  By  and  large,  they  do.  We  have  had  examples  in 
our  work  where  systems  have  saved  money,  significantly  so. 

Ms.  Crocker.  There  is  good  news  and  bad  news.  One  of  the  ex- 
amples we  found  in  Connecticut  is  where  the  system  did  install  two 
package  treatment  plants  instead  of  conventionally  engineered  sys- 
tems and  saved  $1  million,  but  even  so,  those  package  plants  cost 
the  community  $900,000. 

Mr.  Synar.  These  technologies  do  meet  the  drinking  water  maxi- 
mum contaminant  standards,  don't  they? 

Ms.  Crocker.  Yes. 

Mr.  Synar.  How  widespread  are  they  in  use? 

Mr.  Guerrero.  They  are  not  widely  used  and  part  of  the  prob- 
lem is  the  lack  of  performance  and  cost  data.  The  equipment  manu- 
facturers are  happy  to  provide  that  kind  of  data,  but  the  States,  by 
and  large,  look  to  an  impartial  source  like  EPA  to  verify  the  infor- 
mation and  EPA  needs  to  really  play  a  larger  role  in  tnat  regard. 

Mr.  Synar.  Has  EPA  developed  a  data  base  for  small  commu- 
nities? 

Mr.  Guerrero.  They  are  starting  that  now.  It  is  an  effort  that 
is  needed.  That  kind  of  clearinghouse  data  base  is  something  that 
was  missing.  EPA  recognizes  that  and  they  are  taking  steps  to  de- 
velop it. 

Mr.  Synar.  How  long  does  it  take  companies  that  are  in  this 
business  to  conduct  pilot  tests  on  alternative  filtration? 

Mr.  Guerrero.  Too  long.  It  usually  takes  in  excess  of  6  months, 
but  in  one  State,  Ohio,  the  State  agency  required  a  3-year  pilot 
test,  and  then  after  the  3-year  pilot  test  was  over,  it  would  allow 
for  that  system  to  be  used  only  in  the  pilot  location.  It  would  not 
allow  it  to  be  used  in  other  locations. 

Mr.  Synar.  Because  of  that  problem,  the  western  States  tried  to 
make  it  easier  to  get  alternative  technology  to  small  systems.  It 
drafted  a  minimum  uniform  set  of  g^delines  that  all  States  could 
use  in  the  technology.  Did  that  work  very  well? 

Mr.  Guerrero.  It  hasn't  and  for  the  same  reasons.  Some  States 
have  chosen  to  use  it,  some  haven't  and  States  are  requiring  costly 
and  lengthy  pilot  testing  programs  that  defeat  the  whole  purpose 
of  those  types  of  protocols. 

Mr.  Synar.  One  thing  you  mentioned  on  why  alternative  tech- 
nologies are  important  is  that  they  are  relatively  simple  to  operate 
and  maintain  and  they  don't  always  require  the  certified  or  trained 
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operators  that  are  capable  of  the  larger  technology.  Does  EPA  re- 
quire that  small  systems  have  trained  and  certified  operators? 

Mr.  Guerrero.  Absolutely. 

Mr.  Synar.  Have  you  estimated  the  cost? 

Ms.  Crocker.  We  don't  know  how  much  it  would  cost.  Most 
States — I  believe  45  States  already  have  mandatory  operator  cer- 
tification programs — ^but  a  number  of  States  also  exempt  small  sys- 
tem operators,  so  it  would  be  a  matter  of  expanding  existing  pro- 
gprams. 

Mr.  Synar.  But  you  would  agree  that  the  more  certified  and 
trained  operators  we  have,  the  fewer  violations  of  EPA's  drinking 
water  regulations  would  occur;  correct? 

Mr.  Guerrero.  Yes. 

Mr.  Synar.  Wouldn't  fewer  violations  also  result  in  reduced  over- 
sight costs  incurred  by  the  States  and  EPA? 

Mr.  Guerrero.  Yes,  it  would. 

Mr.  Synar.  Don't  States  have  operator  and  certification  training 
requirements  within  their  own  States? 

Mr.  Guerrero.  Yes.  There  are  45  States  that  have  those,  but 
they  tend  to  exempt  smaller  systems. 

Mr.  Synar.  Now,  your  report  mentions  that  in  some  cases  tech- 
nical and  financial  assistance  is  used  as  a  quick  fix  and  can  act  as 
a  disincentive  for  small  systems  to  seek  long-term  solutions  to  the 
problem.  Is  that  correct? 

Mr.  Guerrero.  That  is  correct.  There  is  quite  a  bit  of  concern 
from  States  we  have  spoken  with  that  we  have  to  be  very  careful 
in  targeting  those  kinds  of  assistance,  because  if  the  systems  are 
not  viable  systems,  if  they  will  not  in  the  end  come  into  compliance 
with  the  law,  then  that  would  result  in  wasted  resources, 

Mr.  Synar.  The  real  problem  is  that  there  are  too  many  small 
systems  out  there  that  are  not  capable  of  complying? 

Mr.  Guerrero.  That  is  probably  correct. 

Mr.  Synar.  Your  report  mentions  that  some  of  the  nonviable  sys- 
tems receive  Federal  fimding  for  infrastructure  improvements  even 
though  they  will  never  be  able  to  achieve  long-term  compliance 
goals,  so  in  some  ways  we  are  wasting  money,  aren't  we? 

Mr.  Guerrero.  That  is  right.  We  have  to  be  very  careful  in 
targeting  that  limited  assistance. 

Mr.  Synar.  Has  EPA  told  the  States  that  developing  viability 
programs  is  a  top  prioriW? 

Mr.  Guerrero.  No,  it  hasn't. 

Mr.  Synar.  How  much  would  it  cost  to  get  all  the  States  to  de- 
velop these  viability  programs? 

Mr.  Guerrero.  The  estimate  is  $5  million. 

Mr.  Synar.  Mr.  dinger. 

Mr.  C linger.  Thank  you,  Mr.  Chairman. 

Just  a  couple  of  other  comments.  Have  you  been  able  to  make 
any  judgment  as  to  the  performance  of  the  various  States;  in  other 
woras,  is  there  much  variance  in  the  ability  of  the  States  to  oversee 
this  program  and  implement  the  program?  Do  you  find  that  some 
States  have  worse  situations  than  others? 

Mr.  Guerrero.  Yes.  There  is  some  variation,  in  fact  so  much  so 
that  EPA  is  concerned  about  the  possibility  of  certain  States  re- 
turning primacy  for  this  program  to  EPA. 
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Mr.  Clinger.  I  understamd  because  it  all  comes  back  to  resources 
and  the  fact  that  States  are  under  enormous  pressure  because  of 
the  resource  problem,  that  perhaps  as  many  as  30  States  have  at 
least  explored  the  possibility  of  turning  back  primacy  to  EPA,  and 
what  would  be  the  implications  of  that  if  suddenly  EPA  was  going 
to  be  charged  with  running  these  programs  for  30  States  that  sud- 
denly turned  back  the  jurisdiction  to  them? 

Mr.  Guerrero.  The  number  sounds  high,  but  whatever  the  num- 
ber is,  even  if  it  is  a  very  small  number,  EPA  would  be  very  hard- 
pressed  to  run  those  programs. 

Mr.  Clinger.  Given  all  they  have  on  their  plate,  then  suddenly 
to  be  asked  to  implement  a  program  that  basically  the  States  have 
been  running,  albeit  with  great  difficulty  and  varying  results,  but 
suddenly  to  say  to  EPA  you  have  to  take  charge  again 

Mr.  Guerrero.  That  is  why  the  EPA  has  come  forward  in  their 
proposal  asking  for  authority  at  the  State  level  for  user  fees  to  help 
finEince  funds  that  would  provide  certain  funding  for  those  pro- 
grams and  ensure  that,  in  the  case  the  programs  reverted  back  to 
EPA,  there  would  be  resources  available  to  run  them, 

Mr.  Clinger.  In  what  States  does  the  Federal  Government  still 
maintain  primacy? 

Mr.  Guerrero.  In  environmental  regulation? 

Mr.  Clinger.  No,  this  program, 

Ms.  Crocker,  Wyoming  and  the  District  of  Columbia. 

Mr.  Guerrero.  We  have  seen  with  the  District  of  Columbia  this 
past  year  it  has  not  been  satisfactory 

Mr.  Clinger.  Not  terribly  encouraging. 

Thank  you. 

Mr.  Synar.  Mr.  Mica, 

Mr.  Mica.  In  Milwaukee,  people  died  from  the  water  contamina- 
tion or  was — I  thought  at  one  point,  I  read  as  many  as  30  or  40 
people  died. 

Mr.  Guerrero.  We  have  heard  similar  estimates. 

Mr.  Mica.  Did  they  have  a  certified  operator  in  Milwaukee? 

Mr.  Guerrero.  Yes.  Milwaukee  is  probably  one  of  the  premier 
systems  in  the  country. 

Mr,  Mica.  Everybody  got  sick  in  Washington,  DC,  and  they 
couldn't  use  the  water.  Does  Washington,  DC  have  a  certified  oper- 
ator, too? 

Ms.  Crocker.  I  believe  they  do. 

Mr.  Mica,  That  alone  isn't  going  to  solve  the  problem  particu- 
larly for  the — well,  you  have  a  lot  of  problems,  it  looks  like — small 
system  level  and  then  you  have  also  regulation  that  the  Congress 
has  imposed. 

As  I  understand  it,  the  contaminant  that  was  in  the  Milwaukee 
and  Washington  water  supply  was  not  one  of  the  ones  that  is  man- 
dated; is  that  correct? 

Mr,  Guerrero.  That  is  correct.  EPA  did  not  have  very  good  oc- 
currence data  on  that  contaminant  and  chose  not  to  regulate  it  and 
they  made  a  wrong  decision. 

Mr.  Mica.  It  is  my  understanding  that  certification  of  the  POU 
and  POE  systems;  is  there  any  program  within  EPA  for  certifying 
those  systems,  point  of  entry  and  point  of  use? 


37 

Ms.  Crocker.  When  you  say  certification,  do  you  mean  inde- 
pendent evaluation? 

Mr.  Mica.  EPA  doesn't  have  any  certifications  that  says  this 
POU  or  this  POE  system  is  good? 

Ms.  Crocker.  No. 

Mr.  Mica.  Would  you  recommend  something  like  that? 

Ms.  Crocker.  We  have  in  the  past  recommended  that  some  of 
these 

Mr.  Mica.  So  when  people  buy  these  little  tapwater  things  that 
they  put  on  the  end  and  put  little  things  imdemeath  their  sink  and 
don't  leave  any  room  for  the  cleaning  powder  and  all  that,  none  of 
those  systems  are  certified;  it  is  sort  of  buyer  beware? 

Ms.  Crocker.  Pretty  much.  There  is  a  independent  national  test- 
ing organization,  the  National  Sanitation  Foundation  International, 
which  does  certify  systems,  but  it  is  at  the  option  of  the  manufac- 
turer. 

Mr.  Mica.  What  is  it  they  do  charge  for  certification — I  saw  a 
$10,000  fee.  Is  that  for  package  systems  in  the  report? 

Ms.  Crocker.  I  think  it  can  range  up  to  $10,000. 

Mr.  Mica.  Is  that  for  package  water  treatment  systems? 

Ms.  Crocker.  Yes. 

Mr.  Mica.  So  we  do  have  that. 

One  of  the  other  problems,  as  you  said  it  took  so  long  to  approve 
these  systems  or  test  these  systems.  Is  that  identifiable  to  any  par- 
ticular delay?  Is  it  because  they  are  trying  to  test  say  climate  fac- 
tors over — maybe  winter,  spring,  fall,  sometimes  you  get  a  bad  win- 
ter and  there  is  a  lot  of  ice  and  it  flushes  everything  into  the  sys- 
tem; or  is  there  a  bureaucratic  delay  versus  a  technical  analysis 
delay? 

Mr.  Guerrero.  I  can't  speak  for  the  specific  situation  in  Ohio, 
where  it  took  3  years,  but  I  can  say  that  the  reason  why  it  does 
take  long  in  general  is  because  there  is  a  lack  of  cost  and  perform- 
ance data,  and  if  that 

Mr.  Mica.  I  am  sorry? 

Mr.  Guerrero.  There  is  a  lack  of  cost  and  performance  data  on 
the  systems,  and  if  there  were  better  information  out  there,  I 
would  be  hopeful  that  States  would  be  more  willing  to  accept  that 
data  for  its  testing. 

Mr.  Mica.  How  many  States  have — I  don't  know  if  there  is  a 
technical  term  for  this,  but  say  a  viable  water — EPA  evaluation 
structure  in  place?  Is  that  the  45  you  talked  about?  Or  I  heard  an- 
other figure  of  48  States  could  do  certain  things;  where  are  our 
States  on  this? 

How  many  States  really  have  it  together  to  make  evaluations  as 
to  water  quahty— 10,  20,  30,  40,  50  percent?  75? 

Ms.  Crocker.  I'm  not  certain.  We  looked  at  three  States  that  are 
generally  recognized  as  being  most  advEinced. 

Mr.  Mica.  So,  you  don't  know,  in  fact,  how  many  States  can  as- 
sume this  responsibilitv? 

Mr.  Guerrero.  Well,  it  is  an  easy  enough  job  to  find  out,  as  to 
how  many  States  have  viability  programs. 

Mr.  Mica.  And  particularly  for  the  small  systems,  say  100  users 
or  250  or  500,  why  not  turn  that  totally  over  to  the  States  with 
some  general  parameters  from  the  Federal  level? 
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I  read  how  many  thousands  there  are  that  serve  25.  Would  that 
make  sense?  Or  am  I 

Mr.  Guerrero.  Again  as  we  pointed  out,  the  States  differ  widely 
in  their  ability  to  implement  the  Safe  Drinking  Water  Act  elements 
today.  So  not  all  States  would  be  capable 

Mr,  Mica.  But  if  a  State  could,  why  not?  Because  we  need  an- 
other layer  of  Federal  regulations? 

Mr.  Guerrero.  States  generally  lack  certain  authorities.  One 
key  authority  they  lack  is  the  legal  authority  to  require  consolida- 
tion. 

Mr.  Mica.  Why  couldn't  you  also  give  the  State,  through  Federal 
legislation,  the  authority  to  enforce  and  regulate? 

Ms.  Crocker.  That  is  one  of  EPA's  reauthorization  proposals. 

Mr.  Mica.  And  you  have  read  the  administration's  proposals. 
And  do  you  have  any  questions  about  any  of  these,  or  do  you  go 
along  with  the  whole  script? 

Mr.  Guerrero.  By  and  large,  with  the  exception  I  cited,  I  think 
that  those  steps  are  in  the  right  direction.  They  emphasize  pollu- 
tion prevention,  and  they  emphasize  a  look  at  the  regulatory  struc- 
ture of  the  program,  and  they  emphasize  financing.  All  are  critical 
elements  that  deserve  to  be  looked  at. 

The  one  area  that  I  would  caveat  is  the  one  area  mentioned  ear- 
lier today,  that  we  have  to  be  careful  about  creating  a  two-tiered 
structure  of  protection. 

Mr.  Mica.  Are  you  familiar  with  the  H.R.  3392,  the  Slattery-BH- 
ley  proposal? 

Mr.  Guerrero.  Yes,  sir,  I  am. 

Mr.  Mica.  And  what  is  your  comment  just  briefly  on  that? 

Mr.  Guerrero.  I  believe  that  the  use  of  cost  and  benefits  in  help- 
ing to  make  better-informed  regulatory  decisions  is  an  extremely 
useful  tool.  The  difficulty  comes  where  EPA  has  been  granted  in 
the  past  discretionary  authority  to  choose  when  to  regulate. 

Mr.  Mica.  Any  other  areas  tnat — where  you  take  question  or  dif- 
ferences? Pretty  much  in  agreement? 

Thank  you,  Mr.  Chairman. 

Mr.  Synar.  Let's  correct  the  record  here.  With  the  exception  of 
one  State,  all  States  basically  have  primacy  over  their  water  pro- 
grams, do  they  not? 

Mr.  Guerrero.  Yes,  they  do. 

Mr.  Synar.  Second,  you  told  us  in  1990 — and  the  numbers  are 
still  consistent — ^that  90  percent  of  the  systems  that  are  not  in  com- 
pliance are  small  systems,  is  that  correct? 

Mr.  Guerrero.  That  is  right. 

Mr.  Synar.  And  most,  if  not  all  of  them,  do  not  have  trained  or 
certified  operators,  do  they? 

Ms.  Crocker.  I  would  say  very  many  of  them  do  not. 

Mr.  Synar.  And  it  is  your  informed  opinion,  having  followed  this 
subject,  that  with  more  certified  and  trained  operators,  we  do  have 
better  compliance  with  EPA  and  fewer  violations;  correct? 

Mr.  Guerrero.  Yes,  sir. 

Mr.  Synar.  If  we  fix  all  the  things  that  we  have  talked  about 
here  today,  the  needs  for  States  to  evaluate  alternative  tech- 
nologies, the  need  for  operator  certification  and  training,  the  need 
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to  implement  stronger  viability  programs;  that  would  be  placing 
more  unfunded  mandates  on  the  systems,  would  it  not? 

Mr,  Guerrero.  Not  necessarily.  I  think  we  have  to  look  at  doing 
those  kinds  of  things  in  conjunction  with  the  other  strategies  we 
talked  about  earlier — ^the  regulatory  requirement  for  25  every  3 
years,  the  need  to  place  greater  emphasis  on  pollution  prevention, 
the  need  to  get  alternative  technologies  in  the  hands  of  small  sys- 
tems. 

Mr.  Synar.  But  the  bottom  line  is,  if  we  fund  all  of  those  things, 
they  are  not  unfunded  mandates,  are  they? 

Mr.  Guerrero.  They  certainly  do  need  to  be  funded,  and  we 
pointed  out  that  there  is  an  imbalance  between  the  existing  re- 
quirements of  the  act  and  the  funding  resources  available.  So  we 
would  need  to  bridge  that  gap.  Yes. 

Mr.  Synar.  Mr.  Guerrero,  thank  you  very  much.  We  would  ask 
unanimous  consent  to  enter  other  Members'  questions  in  the  record 
at  this  point.  We  would  thank  you  and  the  GAO  for  the  report  that 
you  have  released.  It  has  been  extremely  helpful  as  we  continue  to 
pursue  the  historical  perspective,  as  we  try  to  legislate  this  year's 
Safe  Drinking  Water  Act. 

Our  next  panel  is  Mr.  David  Clark,  director  of  the  drinking  water 
program  of  the  State  of  Washington  and  Mr.  Wendell  Ellis,  an 
owner/operator  of  Community  Water  System  from  Spicewood,  TX. 
Gentlemen,  please  come  forward. 

As  you  saw  from  the  previous  panel,  in  order  not  to  prejudice 
past  or  future  witnesses,  we  swear  in  our  witnesses.  Do  you  have 
an  objection  to  being  sworn? 

Please  raise  your  right  hand. 

[Witnesses  sworn.] 

Mr.  Synar.  Welcome.  Mr,  Clark,  your  entire  testimony  will  be 
made  part  of  the  record  and  we  ask  you  to  summarize  in  5  min- 
utes, if  you  could. 

STATEMENT  OF  B.  DAVID  CLARK,  DIRECTOR,  DRINKING 
WATER  DIVISION,  WASHINGTON  STATE  DEPARTMENT  OF 
HEALTH,  OLYMPIA,  WA 

Mr.  Clark.  OK,  I  will  try. 

My  name  is  Dave  Clark,  the  director  of  the  drinking  water  pro- 
gram for  the  State  of  Washington  and  the  past  president  of  the 
ASDWA,  Association  of  State  Drinking  Water  Administrators,  so 
my  views  will  reflect  not  only  my  experience  as  a  State  adminis- 
trator, but  also  in  that  national  organization. 

What  I  would  like  to  do  is  focus  in  on  four  areas  very  quickly — 
the  small  water  system  program  that  we  have  within  the  State, 
what  we  are  doing  on  the  issues  that  you  have  talked  about  and 
were  addressed  in  the  GAO  report,  about  financial  viability  and 
what  we  are  doing  with  small  systems  and,  finally,  alternative 
technology. 

And  then  I  would  like  to  give  you  some  views  that  we  have  in 
terms  of  the  Safe  Drinking  Water  Act,  how  it  is  being  implemented 
and  what  we  think  needs  to  be  done  to  correct  some  of  the  issues 
and  problems  that  you  have  heard  about.  Before  I  start,  though,  I 
would  like  to  just  simply  put  things  in  perspective. 
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Within  the  State  of  Washington,  we  have  a  very  serious  concern 
about  primacy  and  about  maintmning  primacy,  and  in  my  written 
testimony,  you  will  note  the  several  issues  that  have  come  up.  This 
is  kind  of  a  banner  year  for  us  to  take  a  look  at  the  issue.  Our  leg- 
islature in  its  last  legislative  session  in  1993  adopted  a  resolution 
expressing  very  serious  concerns  about  the  maintenance  of  primacy 
within  the  State  and  the  unfunded  mandates  that  were  being  im- 
posed on  the  State,  and  sent  that  resolution  to  the  Congress,  as 
well  as  to  the  President. 

We  have  also  in  the  department,  through  our  secretary,  ap- 
pointed a  blue  ribbon  task  force  that  we  label  as  drinking  water 
2000  to  look  at  the  issue  of  primacy  and  whether  or  not  the  State 
should,  in  fact,  maintain  primacy,  with  the  intent  that  a  report  will 
be  prepared  for  our  legislature  for  its  1995  session.  We  anticipate 
that  that  report  will  make  a  recommendation  one  way  or  the  other 
in  terms  of  whether  or  not  we  proceed  to  maintain  primacy. 

Now,  dealing  with  the  small  systems,  what  I  would  like  to  do  is 
give  you  a  sense  of  what  we  are  doing  in  the  State  just  in  terms 
of  overall  strategy,  on  how  we  are  focusing  on  small  systems.  We 
have  a  significant  number  of  small  systems  in  the  State,  roughly 
2,400  community  water  systems — of  which  roughly  80  percent  of 
those  systems  have  fewer  than  100  service  connections.  The  bulk 
of  those  systems  are  privately  owned,  in  terms  of  homeowner  asso- 
ciations, mobile  home  parks,  other  systems  like  that. 

There  are  some  investor  owned  and  there  are  some  small  com- 
munities, but  the  bulk  of  the  small  systems  that  we  deal  with  are, 
in  fact,  privately  owned.  Also,  in  that  same  category  of  systems, 
those  less  than  100  service  connections,  we  do  not  require  certified 
operators.  This  poses  a  problem,  and  I'm  going  to  mention  that 
when  I  talk  about  financial  viability  and  other  issues. 

Our  goal  in  terms  of  dealing  witn  small  systems  is  to  assure  via- 
bility, not  to  put  systems  out  of  business.  And  I  would  like  to  reem- 
phasize  that,  because  that  was  absolutely  critical  in  terms  of  our 
success  in  convincing  our  legislature  and  other  stakeholders  within 
the  State  that  we  ought  to  have  a  financial  viability  program. 

There  is  extreme  concern  among  small  communities  that  the 
State  is  going  to  come  in  and  restructure  their  lifestyle.  Many  of 
them  have  chosen  the  lifestyle  to  be  in  rural  areas,  small  commu- 
nity areas,  and  they  don't  want  to  have  government  coming  in  and 
restructuring  how  they  conduct  their  life. 

So  the  issue  that  we  had  to  address  in  getting  our  authorities 
and  proceeding  with  that  program  was  to  deal  with  the  concept  of 
viable  systems  to  meet  drinking  water  standards  to  provide  safe, 
reliable  water,  rather  than  restructuring.  So  our  goal  is  clearly  via- 
bility. 

In  meeting  this  objective  we  focus  both  on  the  prevention  of  new 
nonviable  systems  as  well  as  improving  compliance  with  existing 
systems. 

We  have  also  focussed  on  developing  a  partnership  with  local 
governments  and  utilities  in  terms  of  dealing  with  the  issue. 

The  viability  program  itself  has  10  elements  to  it  with  the  cor- 
nerstone and  the  foundation  based  on  our  planning  program.  We 
have  extensive  authority  to  require  water  utilities  to  develop  com- 
prehensive water  utility  plans,  looking  ahead  long  term,  20  years. 
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with  specific  short-term  plans  for  6  years.  They  are  required  to  de- 
velop and  submit  these  plans  to  the  State  for  review  and  approval. 
Financial  viability  and  financial  planning  is  a  key  element  of  that 
water  system  plan.  We  also  have  what  we  call  a  financial  viability 
assessment  which  is  a  test  that  we  have  Just  recently  developed. 
We  are  asking  water  systems  to  conduct  this  test  which  is  more  for 
their  information  and  to  assist  them  in  determining  whether  or  not 
they  have  a  rate  structure  that  can  adequately  cover  the  cost  that 
it  is  going  to  take  them  to  maintain  their  systems. 

We  have  an  operating  permit  program.  Every  public  water  sys- 
tem in  the  State  that  is  under  the  Federal  definition  is  required 
to  have  an  annual  operating  permit  firom  the  State  to  operate.  We 
use  that  operating  permit  to  assess  the  viability  of  the  system  and 
the  adequacy  of  the  system;  but  we  also  use  it  as  a  way  to  raise 
fees,  so  it  serves  dual  purpose. 

We  have  a  satellite  system  management  program.  And  this  is 
critical  when  I  get  into  the  viability  part  of  it,  because  you  have 
to  have  a  safety  net.  You  have  to  have  some  way  to  deal  with  those 
systems  that  have  been  determined  to  be  nonviable.  You  have  got 
to  have  a  way  to  deal  with  it  other  than  physically  restructuring. 

So  satellite  management  is  a  key  element  of  our  program.  And 
this  is  simply  a  structure  that  allows  the  State  to  certify  utilities 
who  are  willing  and  capable  of  taking  over  and  operating  failed 
systems  or  systems  that  need  to  be  upgraded.  They  do  this  by  ei- 
ther taking  them  under  ownership  or  under  a  contract  operation. 

We  have  a  growth  management  act  that  was  enacted  to  deal  with 
serious  problems  with  growth  in  the  State  over  the  last  10  years. 
We  have  seen  a  tremendous  increase  in  population  that  has  created 
significant  burdens  on  the  infrastructure  that  we  have.  As  a  result 
of  that,  the  State  passed  a  very  comprehensive  growth  manage- 
ment act  which  deals  with  the  whole  issue  of  planning  and  land 
use  controls.  We  have  a  mandatory  operator  certification  program. 
That  program  only  deals  with  those  systems  less  than  100  serv- 
ice— only  deals  with  those  over  100  service  connections  unless  it  is 
surface  water. 

The  basic  problem  that  I  have  seen  with  the  financial  viability 
program — and  I  wanted  to  highlight  that,  and  it  is  something  that 
I  think  yon  need  to  consider  when  you  are  considering  the  Federal 
Safe  Drinking  Water  Act — is  that  it  took  us  5  years  to  develop  this 
program.  It  took  us  5  years  to  go  through  the  process  of  convincing 
State  government  and  local  government  and  other  folks  that  we 
needed  to  deal  with  this  as  an  issue.  We  also  implemented  the  pro- 
gram without  any  Federal  mandate.  We  did  that  because  the  prob- 
lem was  there  and  the  issue  was  there.  And  we  took  the  respon- 
sibility to  take  that  to  our  State  legislature  and  other  folks  to  give 
us  that  authority  to  deal  with  the  problem. 

We  structurea  our  financial  viability  pro-am  around  the  social 
and  institutional  structure  that  we  haa  within  the  State,  and  it 
deals  with  the  issues  that  deal  with  the  gprowth;  but  it  is  specifi- 
cally oriented  and  tailored  to  deal  with  the  problems  that  we  have 
in  tne  State  of  Washington,  and  I  think  those  are  extremely  impor- 
tant concerns. 

Mr.  Synar.  Thank  you. 

[The  prepared  statement  of  Mr.  Clark  follows:] 
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Guirman  Synar  and  meoaben  of  die  Subcommittee.  My  name  is  David  Clark,  and  I  am  the 
Director  of  die  Division  of  Drinking  Water  in  die  Washington  State  Department  of  Healdi.  I  am  happy 
to  be  here  today  at  your  request  to  discuss  the  Drinking  Water  Program  in  the  State  of  Washington,  and 
particularly  diose  aspects  related  to  our  Small  System  Strategy,  including  assessment  of  the  financial 
viability  of  a  system.  I  am  also  happy  to  share  with  you  my  views  on  the  Safe  Drinking  Water  Act,  both 
as  to  its  current  implementation  by  the  Environmental  Protection  Agency,  and  under  prospective  changes 
to  the  SDWA  diat  have  bees  offered  by  a  variety  of  groups.  Some  of  those  changes  are  embodied  in 
l^islation  currendy  pending  before  other  commitrees,  including  HR  3392-the  "Coalition"  bill  diat  was 
developed  and  is  supported  by  a  number  of  groups  including  the  National  Governors'  Association  and 
the  Association  of  State  Drinking  Water  Administrators,  of  which  I  am  the  immediate  past  President 

The  whole  question  of  the  Safe  Drinking  Water  Act,  its  impaa  on  the  states,  and  the  willingness 
or  ability  of  states  to  continue  their  "primacy"  for  administration  of  the  Act  has  gained  a  high  level  of 
visibility  in  Washington,  and  generated  significant  concern.  During  its  1993  session,  the  State  Legislature 
passed  Senate  Joint  Memorial  8021,  which  formally  petitioned  President  Clinton  and  the  Congress  to 
thoroughly  review  the  SDWA  and  its  impact  on  states,  and  provide  the  necessary  changes  and  resources 
to  relieve  the  burdens  that  the  states  are  now  facing.  A  copy  of  that  measure  is  attached.  Last  year  as 
well,  die  Secretary  of  the  Washington  Department  of  Health  appointed  a  high-level  Drinking  Water  2000 
Task  Force,  whose  principal  focus  is  io  identify  the  impacts  of  SDWA  primacy  ou  Washington,  evaluate 
alternatives,  and  determine  whether  the  state  should  continue  to  maintain  primacy  in  the  face  of  mounting 
federal  demands  and  decling  federal  resources.  The  Task  Force  report  is  due  this  December,  and  will 
significandy  shape  the  debate  over  the  value  of  maintaining  primacy  to  the  people  of  Washington. 

I  want  to  focus  in  my  oral  testimony  today  on  small  system  issues  relevant  to  the  State  of 
Washington.  However,  I  want  to  submit  for  the  record  some  additional  written  material  elaborating  on 
some  of  our  efforts  in  Washington  that  may  be  useful  to  the  Subcommittee,  which  I  have  appended  to 
my  written  remarks. 

I  also  want  to  note  that  I  am  not  necessarily  speaking  for  the  State  of  Washington  on  these  issues. 
However,  my  views  reflect  13  years  experience  in  the  administration  of  drinking  water  programs  in  both 
Washington  and  California,  as  well  as  other  experience  in  water  quality  programs  while  working  for  the 
EPA  in  the  western  United  States.  They  also  reflect  the  information  that  1  have  picked  up  within  the  past 
diree  years  as  an  officer  widi  ASDWA,  which  represents  all  SO  states  and  their  drinking  water  programs. 

Background 

Let  me  first  ouUine  for  you  some  basic  facts  with  regard  to  Washington's  public  water  systems. 
Although  Washington's  simation  does  not  necessarily  represent  all  Western  states,  it  does  typify  the 
problems  associated  with  small  systems  in  West. 

•  Washington  state  has  over  60,000  square  miles  of  land  area,  divided  into  39  counties;  county 
governments  are  responsible  for  the  major  land  use  and  construction  decisions. 
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•  We  have  just  under  5000  public  water  systems  subject  to  the  Safe  Drinking  Water  Act,  of 
which  about  2400  are  "community"  water  systems  providing  supplies  to  residential  customers.  We  also 
have  another  10,000  or  so  smaller  water  systems,  with  two  to  tea  connections,  required  by  Washington 
law  to  meet  certain  mininnim  health  and  design  standards. 

•  The  three  major  metropolitan  systems-Seattle,  Tacoma,  and  Everett-supply  water,  either 
directly  or  wholesale,  to  about  two-thirds  of  the  water  system  customers  in  the  state. 

•  Of  the  2400  or  so  community  water  systems  subject  to  the  SDWA,  ail  but  170  are 
characterized  by  the  EPA  as  "small"  (i.e.,  have  fewer  than  1000  connections),  and  over  90%  utUize 
groundwater  as  their  principal  supplies. 

•  Of  these  2200+  small  systems,  three-quarters  (about  1650)  have  fewer  than  100  connections. 

•  Over  90%  of  the  small  systems  are  in  non-public  ownership  (i.e.,  they  are  owned  by 
homeowners  associations,  mutuals,  cooperatives,  or  for-profit  utilities).  Sute  constitutional  provisions 
restrict  the  use  of  state  funding  programs  to  finance  capital  improvements  tor  these  privately-owned 
systems. 

•  From  1982  to  1992,  the  number  of  small  water  systems  (from  two  to  100  connections) 
increased  from  5700  to  approximately  1 1,800;  in  1993  alone,  the  number  of  state-regulated  systems  ffrom 
two  to  ten  conneaions)  increased  by  over  1300. 

•  State  law  requires  certified  operators  only  for  water  systems  with  100  or  more  connections, 
or  that  have  treatment  facilities. 

•  Small  water  systems  have  over  90%  of  all  monitoring  and  water  quality  violations  in  the  state; 
of  these,  nearly  70%  are  for  failure  to  monitor,  and  only  two  percent  for  an  acute  water  quality  violation 
(immediate  health  risk). 

As  the  administrator  of  a  state  program.  1  can  draw  some  simple  conclusions  from  these  facts: 

(1)  In  the  State  of  Washington,  over  90%  of  the  community  systems  subject  to  the  SDWA  are, 
by  EPA  definition,  "small  systems,"  yet  EPA's  regulations  implementing  the  SDWA  are  designed  by  EPA 
for  implementation  by  large,  municipal  systems,  which  inevitably  creates  enormous  technical  and 
managerial  burdens  both  for  small  systems  and  for  state  programs  responsible  for  enforcing  the  Act. 

(2)  While  the  areas  around  Puget  Sound  are  becoming  highly  urbanized,  most  of  Washington 
rentains  rural.  In  those  areas,  small  systems  are  the  only  alternative  to  individual  wells,  and  rigid 
limitations  on  such  systems  (e.g.,  proposed  bans  under  the  SDWA  of  new  "nonviable"  systems)  will 
result  in  either  extreme  land  use  controls  or  creation  of  even  smaller  water  systems  to  evade  the 
Jurisdictional  size  minimums  of  the  SDWA. 

(3)  The  majority  of  the  state's  population,  served  by  the  major  municipal  water  systems,  are 
receiving  safe  and  reliable  supplies. 


45 

Testimony  of  B.  David  Clark,  March  14,  1994 


Small  Systems  and  Financial  Viability 


The  Drinking  Water  Program  in  Washington  has  long  recognized  the  'small  system  problem'  as  probably 
the  single  greatest  challenge  facing  the  program,  and  has  spem  a  number  of  years  addressing  it.  It  ha& 
been  the  focus  of  a  year-long  statewide  smdy  by  a  broad-based  task  force  that  produced  a  report  with 
extensive  reconmieodations  in  1990.  A  similar  report  was  produced  for  the  Legislature  in  1991. 
Legislation  has  been  developed  and  adopted  addressing  satellite  system  management,  financial  viability, 
and  minimum  operating  permit  requirements.  Administrative  regulations  have  been  adopted,  and  more 
are  under  consideration,  to  implement  planning  and  operational  requirements.  Interagency  agreements 
have  been  developed  with  other  state  and  local  agencies  with  parallel  or  overlapping  regulatory  authority 
over  small  systems.  Reports  and  manuals  on  small  system  financial  operations  have  been  developed 
through  contracts  with  consultants.  Workshops  have  been  provided  for  water  system  operators  throughout 
tiie  state. 

From  all  this  effort  we  (and  many  other  states)  have  concluded  that  there  are  many  aspects  of  the  "small 
system  problem."  These  include  design,  operation  and  management,  and  ownership  types.  But  the 
foremost  problems  are  the  lack  of  knowledge  of  system  owners/operators-both  as  to  the  requirements 
for  such  systems,  like  SDWA  standards,  and  the  proper  operation  of  the  system— and  the  fmancing 
problems  associated  with  small  size  and  lack  of  customer  base. 

The  Safe  Orinking  Water  Act  is  compounding  this  systemic  problem  with  its  technical  and  massive  new 
requirement  for  monitoring,  testing,  and-if  needed-treatment.  The  statewide  Public  Water  System  Needs 
Assessment  that  we  completed  in  January,  1993,  concluded  that  new  operational  requirements  for  small 
systems,  particularly  the  mandatory  monitoring  and  testing,  will  drive  the  monthly  household  costs  for 
customers  on  the  very  smallest  systems  into  the  $50  to  $70  range.  These  monthly  household  rates  will 
go  even  higher  if  additional  monitoring/testing  has  to  be  done-if,  for  instance,  a  positive  test  under  the 
Total  Conform  Rule  requires  a  small  system  to  increase  its  number  of  coliform  tests  over  a  two-month 
period  from  two  to  ten.  These  types  of  unavoidable  costs  mean  that  even  with  the  most  innovative  small 
system  programs,  some  small  water  systems— even  properly  operating  ones— are  doomed.  Attached  is  a 
copy  of  the  Executive  Summary  of  the  Needs  Assessment  Report. 

Washington's  small  water  system  strategy  is  a  comprehensive  one.  It  has  three  basic  objectives:  (1) 
reduce  the  number  of  new  small  water  systems;  (2)  improve  the  compliance  of  existing  small  water 
systems;  and  (3)  develop  and  improve  partnerships  with  local  governments  and  large  utilities. 

The  key  components  of  the  comprehensive  strategy  are  as  follows: 

•  Comprehensive  long-range  water  system  planning,  even  for  small  ;>ystems,  that  focusef  on 
service  responsibility,  needed  system  improvements,  SDWA  requirements,  system  coordination  (shared 
facilities,  and  financial  management 

•  Financial  viability  assessments-which  I  will  turn  to  in  more  detail  in  a  minute— that  focuses 
on  the  total  cost  of  the  water  supply,  and  is  tied  to  the  water  system  plan 
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•  Satellite  management  and  restructuring,  utilizing  the  economies  of  scale  and  feasible  service 
areas  of  large  utilities,  coupled  with  either  incentives  toward  restructuring  (e.g.,  creation  of  water 
districts)  to  forced  changes  (e.g.,  court  receiverships  of  foiling  systems) 

•  An  operating  permit  program,  renewable  annually,  that  operates  both  as  a  compliance  tool 
(e.g.,  annual  assessment  of  system  status  and  progress)  and  a  source  of  revenue  (permit  fees)  for  the 
Drinking  Water  Program 

•  Growth  Management  planning  under  state  law,  which  requires  most  local  governments  to 
assess  water  system  adequacy  before  issuing  building  permits  or  subdivision  approals 

•  -  Operator  certification  program,  entirely  fee-supponed,  that  focuses  on  assuring 
knowledgeable  operators;  we  are  currently  evaluating  the  need  and  value  in  expanding  this  to  include  all 
SDWA-jurisdictional  systems 

•  Compliance  and  enforcement  strategies  that  prohibit  or  limit  the  expansion  of  poor  systems 
and  impose  civil  penalties  on  the  real  bad  actors 

•  Sanitary  surveys,  which  are  generally  provided  by  the  engineers  in  our  three  regional  offices; 
however,  our  ability  to  do  this  has  been  severely  limited  because  of  SDW A/EPA  focus  on  rule 
development  and  enforcement 

•  Source  vulnerability  assessment  that  varies  from  severely  restricting  the  use  of  surfoce  water 
supplies  for  small  systems  to  developing  comprehensive  groundwater  quality  data  to  enable  small  systems 
to  obtain  waivers  under  EPA's  Phase  2/5  organic  chemical  rule 

•  Financial  assistance,  which  was  provided  through  two  state  bond-financed  programs  totaling 
$I2S  million  from  1978  through  1992,  and  which  is  now  exhausted 

•  Technical  assistance  in  implementation  of  the  SDWA  requirements,  including  management 
and  operational  improvements  to  resolve  compliance  problems,  and  when  capital  improvements  are 
necessary  helping  systems  gain  access  to  tlnancial  assistance  programs 

All  of  these  elements  are  important  to  our  comprehensive  approach  to  small  systems.  Washington's 
Financial  Viability  Program  has  the  goal  of  assuring  that  small  systems  are  viable,  not  necessarily 
eliminated,  and  is  the  cornerstone  to  our  efforts  because  of  its  many  uses.  In  developing  the  program, 
we  have  attempted  to  make  it  as  complete  and  easy  to  understand  as  possible,  principally  because  of  the 
lack  of  awareness  and  understanding  by  those  for  whom  it  was  intended. 

The  fundamental  elements  of  the  program  are  designed  to  force  a  small  water  system  to  properly  assess 
its  ability  to  fully  finance  the  total  cost  of  developing,  constructing,  and  maintaining  a  public  water  system 
in  full  compliance  with  federal,  state,  and  local  requirements.  It  is  direcdy  related  to  the  system's 
development  of  a  water  system  plan  that  requires  a  system  to  first  analyze  and  determine  what  it  wants 
and  needs  to  do— a  fairly  basic  notion  of  planning  that  very  few  small  systems  take  the  time  to  do. 
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The  self-assessment  by  the  system  is  done  through  a  manual/workbook  that  tells  the  system  operator  what 
information  is  needed,  and  makes  it  easy  to  complete  the  analysis.  It  is  composed  of  four  basic  tests: 

(1)  Devdopment  of  a  budget,  including  operation/management,  capital  improvements,  and 
depreciation,  for  a  minimum  six-year  period— which  includes  calculation  of  the  revenue  necessary  from 
system  customers; 

(2)  Maintenance  of  an  operating  cash  reserve,  in  a  separate  account,  equal  to  or  greater  than  one- 
eighth  of  the  annual  operation/maintenance  budget; 

(3)  Maintenance  of  a  capital  cash  reserve,  equal  to  the  replacement  cost  of  the  most  vulnerable 
system  component;  and 

(4)  Comparison  of  rates,  including  projected  ones,  with  an  affordability  index  set  at  a  maximum 
of  1.5%  of  the  monthly  median  household  income. 

Implementation  of  the  full  Program  is  being  done  progressively,  taking  advantage  of  opportunities  to  put 
it  into  place,  and  recognizing  that  a  full  measure  of  education  is  still  required  as  part  of  implementation. 
Here's  how  we  are  doing  it: 

(1)  Working  in  conjunction  with  the  Washington  Utilities  and  Transportation  Commission,  all 
UTC-regulated  private  water  companies-approximately  80  companies,  covering  300  to  600  systems-are 
developing  water  system  plans  with  financial  viability  components.  The  results  are  being  used  to  assist 
the  UTC  in  some  of  its  determinationr,  such  as  rate  reviews.  It  is  ?lso  forci.ng  ±ese  tor-profit  utilities 
to  seriously  assess  their  future  as  "money-making"  entities,  and  analyze  other  options,  including  some 
form  of  restructuring. 

(2)  As  part  of  our  operating  permit  program,  systems  are  evaluated  as  to  their  adequacy  under 
a  number  of  criteria,  including  completion  of  a  water  system  plan  that  encompasses  a  financial  viability 
assessment.  If  the  system  "passes,"  the  system  is  categorized  as  adequate,  the  public's  health  is  assured, 
and  the  system  may  continue  to  develop.  If  it  does  not  "pass,"  development  is  curtailed,  and  a  process 
leading  to  restructuring  or  receivership  may  follow. 

(3)  In  approving  new  systems,  water  system  cost  figures  developed  through  financial  viability 
analysis  will  be  disclosed  to  prospective  homeowners,  enabling  them  to  make  informed  judgments  about 
where  to  live. 

(4)  In  assessing  any  one  system's  options,  including  various  forms  of  restructuring,  the  financial 
viability  program  provides  comparative  cost  data  very  useftil  in  making  decisions  among  otherwise 
confusing  choices. 

(5)  In  reviewing  and  evaluating  applications  for  financial  assistance  for  capital  improvements 
through  Washington's  Public  Works  Trust  Fund  or  the  Farmers  Home  Administration,  our  Financial 
Viability  Program  permits  the  assessment  of  the  system's  long-range  prospects,  thereby  allowing  the 
prioritization  in  the  use  of  public  funds,  and  avoiding  "bad  projects"  where  the  system  does  not  appear 
capable  of  sustaining  itself  in  the  long  run. 
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I  have  some  artdirional  material  on  our  Financial  Viability  Program,  including  the  attached  poitionslrom 
our  draft  Financial -Manual.    We  would  of  course  be  happy  to  share  other  information  witfajtfae— 
Committee_BuLlet  me  ofiCer  these  condusions  as  you  considet  the  concept  of  'finannial  viability'  as^artx. 
of  a  national  atratagyjowaid  small  watec^ystem  is 


(1)  Washington  has  gotten  to  where  it  is  only  after  at  least  five  years  of  considerable  inteoial  - 
dd>ate,  as  well  as  discussions  in  a  variety  of  outside  arenas,  including  the  Legislature.  The  notion  of 
'financial  viability*  requires  a  considerable  amount  of  time  to  educate  all  diose  affected,  inchiding 
l^islators,  water  system  operators  and  customers,  local  elected  officials,  local  government  agencies,  and 
other  regulatory  bodies,  to  name  a  few.  We  still  have  a  lot  of  education  to  do  with  realtors,  devdopers, 
and  lending  institutions,  which  will  require  a  lot  of  time  and  effort  on  our  part,  and  will  undoubtedly 
result  in  situatioQ-specific  tailorings  of  our  basic  approach.  We  also  need  to  insure  that  we  avoid  any 
political  backlash  that  could  undermine  the  progress  that  we  have  made. 

(2)  Our  Financial  Viability  Program  has  been  implemented  without  being  mandated,  or  even 
mentioned,  by  the  Safe  Drinking  Water  Act.  There  is  clearly  a  direa  relation  between  the  two-the 
SDWA  is  accelerating  the  creation  of  nonviable  systems.  However,  Congress  should  be  very  cautious 
about  mandating  any  national  standard  as  to  "viability,*  because  the  circumstances  in  each  state  may  vary 
considerably,  and  this  type  of  assessment  will  be  a  logical  step  for  many  states  to  take  without  a  federal 
mandate  to  do  so. 

(3)  Washington  has  been  fortunate  in  having  the  resources  necessary  over  the  past  several  years 
to  develop  our  program,  and  to  maintain  an  adequate  planning  program.  Other  states  that  don't  have  such 
state  resources  will  find  it  extremely  difficult  to  develop  and  implement  such  programs  unless  Congress 
and  the  EPA  provide  them. 

Alternate  Filtration  and  the  Western  States  Protocol 

I  am  happy  to  provide  you  with  information  on  a  successful  collaboration  between  Washington,  the  EPA, 
and  several  western  states  in  the  area  of  filtration  of  surfoce  water  supplies. 

Under  the  federal  Surface  Water  Treatment  Rule,  promulgated  by  the  EPA  in  1989,  community  water 
systems  that  utilize  surfoce  water  sources,  as  well  as  some  groundwater  sources  that  may  be  affected  by 
surface  water,  are  generally  required  to  filter  and  disinfect  the  water  prior  to  providing  it  to  the 
consumer.  This  Rule  was  established  to  control  the  harmful  effects  of  disease  causing  organisms  such 
as  Giardia  lamblia  and  enteric  viruses.  EPA  recognizes  four  standard  filtration  technologies  which  are 
effective  in  removal  of  these  organisms.  These  technologies  are  in  widest  use  today,  but  for  the  small 
water  system,  are  generally  too  complex  and  cosdy  as  well  as  being  difficult  to  operate  effectively. 

Acknowledging  these  limitations,  the  rule  also  allows  the  use  of  non-standard,  or  "alternate",  filtration 
devices  —if  the  effectiveness  of  these  units  can  be  demonstrated  to  the  individual  States.  Some  examples 
of  easily-operated  filtration  devices  are  cartridge,  bag,  and  membrane  filters  which  primarily  rely  on  a 
straining  principle  to  remove  most  harmful  microorganisms. 
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Because  of  the  large  number  of  small  water  systems  in  the  state  potentially  affected  by  the  Rule,  we 
recognized  the  need  to  identify  alternate  filtration  technologies  appropriate  for  small  systems.  The 
Drinking  Water  Program  sought  and,  in  late  1991,  received  EPA  assistance  in  developing  a  regiooal 
approach  to  evaluation  of  these  devices.  In  January  1992,  under  EPA  contract,  drinking  water 
administrators  from  seven  western  states  met  to  develop  a  unified  approach  to  the  evaluation  of  these 
devices.  This  process  is  outlined  in  the  technical  report.  Consensus  Protocol  for  Evaluation  and 
Acceptance  of  Alternate  Surface  Water  Filtration  Technologies  in  Small  System  Annlications  (Bruce 
Barrett,  April  1992). 

The  Protocol  idemifies  three  steps  to  be  taken  when  an  alternate  filtration  device  is  proposed  for 
applicauon.  These  are:  1)  lab  studies  demonstrate  Giardia  cyst  removal  effectiveness;  2)  device  is 
evaluated  for  leeching  of  contaminants;  and  3)  on-site  pilot  testing  is  performed  to  establish  performance 
characteristics  and  reliability  in  the  field. 

Since  the  Protocol  does  not  spell  out  the  specifics  of  how  each  test  element  is  to  be  performed,  this  is 
occurring  in  individual  states  based  largely  on  local  preferences  and  lab  capabilities.  This  has  resulted 
in  some  manufacturer  and  consumer  confiision  and  has  diluted  the  original  "unified"  approach,  at  this 
time. 

To  date,  DOH  has  evaluated  and  approved  Giardia  removal  demonstrations  for  three  proprietary  filtration 
devices.  The  remaining  test  elements  for  orir^  of  these  devices  iss  in  various  stages  of  progress. 
Achieving  "leachate"  approval  (under  ANSI/NSF  standard  61)  has  been  the  most  problematic  step  of  the 
whole  process  -apparently  due  to  the  time  and  expense  to  the  manufacturer  involved. 

Washington,  Idaho,  and  Alaska  appear  to  be  closely  adhering  to  the  original  intent  of  the  Protocol,  and 
approvals  in  any  one  of  these  states  should  be  "honored"  in  the  others.  How  the  remaining  states  of  the 
original  seven-Oregon,  California,  Montana,  and  Colorado-are  proceeding  is  not  known  at  this  time. 

Although  clearly  a  successful  effort,  there  are  several  issues  still  remaining  from  our  experience  with 
developing  this  alternative  technology: 

(1)  The  Protocol  also  identified  a  need  for  a  central  "clearinghouse"  to  provide  information 
transfer  services.  The  National  Drinking  Water  Clearinghouse  (West  Virginia  University)  appears  to  be 
the  organization  of  choice  for  this  purpose.  However,  data  acquisition  and  transfer  questions  remain  at 
this  time. 

(2)  A  national  protocol  would  be  helpful,  and  current  efforts  by  ASDWA  and  EPA  to  develop 
such  a  protocol  should  continue. 

(3)  Utilization  of  the  alternative  technology  will  depend  on  the  extent  to  which  water  systems 
and/or  engineering  consultants  are  aware  of,  and  are  willing  to  recommend,  such  options.  We  do  not 
know  yet  how  this  will  play  out. 
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Current  EPA  Imnlememarinn  of  the  SDWA 

My  views  on  tfacxutreot-implememation  of  die  SDWA  in  Washington  are  not  really  unique,  iuiiLjiotK 
likdy  to  be  any  smprise  to  thi»  committee.  The-problems  that  states  currently  have,-an(Lwill  ff-um^'^ 
to  have,  in  atteaiptingto  artministrr  and  enforce  the  SDWA  have  already  been  well-documented  m  reports  - 
to  Congress.    The  two  most  recent  ones  are  the  June,  1993  GAO  Report  entitled  Drinlriny  Water  - 
Program:  States  Face  Increased  Difficulties  in  Meeting  Basic  Requirements  (GAO/RCED  93-144),  and 
the  September,  1993  EPA  Report  entitled  Technical  and  Economic  Capacity  of  States  and  Public  Water 
Systems  to  Implement  Drinldng  Water  Rewilarinns  (EPA  glO-R-93-001). 

These  are  only  the  most  recent  rqmrts  documenting  the  almost  Alice-in- Wonderland  situation  ^ing  many 
states  that  currently  have  primacy  under  the  SDWA.  Foremost  in  my  mind  is  how  some  of  die 
fimdamental  concepts  underlying  the  SDWA,  and  the  federal-state  partnerships  integral  to  its  acceptance 
and  implementation  in  all  50  states,  have  been  turned  on  their  head. 

First,  the  idea  of  national  standards  that  apply  systematically  to  all  water  systems  above  a  minimum  size 
arose  out  of  the  preliminary  standards  developed  under  the  national  public  health  service,  and  have  always 
been  promoted  by  public  health  professionals  as  essential  to  maintaining  and  protecting  the  health  of  this 
country's  citizens.  Now,  however,  drinking  water  standards  under  the  SDWA  are  more  and  more  being 
driven  by  laboratory  detection  capabilities,  with  inadequate  research  as  to  their  public  health  basis  and 
significance.  As  a  consequence,  the  SDWA  is  requiring  enormous  amounts  of  money  to  be  spezt  by 
sties  and  by  water  systems  to  remedy  possible  health  risks,  with  little  regard  to  the  nature  or  seriousness 
of  the  actual  threat  in  any  given  state.  State  drinking  water  administrators,  who  are  in  every  case 
committed  public  health  professionals,  have  to  make  judgments  as  to  which  contaminants,  and  which  EPA 
rules,  actually  pose  significant  health  risks  to  their  states.  Yet  when  they  have  suggested  to  Congress, 
or  to  the  EPA,  that  such  assessments-which  are  an  integral  part  of  any  public  health  professional's  job- 
be  allowed  by  the  SDWA,  they  have  found  themselves  characterized  as  "undermining"  public  health. 
Nothmg  could  be  further  from  the  truth.  In  feet,  the  public's  confidence  in  the  system  of  water  supply 
regulation  is  being  undermined  by  ever-increasing  requirements,  some  at  significant  cost,  with  inadequate 
explanations  of  the  health  basis  for  them,  and  without  any  effort  to  charaaerize  some  water  quality  threats 
as  more  signficant  than  others.  Public  confusion  is  further  created  by  reports  that  provide  statistics  that 
by  themselves  have  questionable  informational  value,  and  promote  the  notion  that  public  health 
professionals  are  not  taking  their  responsibilities  seriously,  and  are  ignoring  serious  threats  to  the  public's 
health.  If  you  take  away  nothing  else  from  my  testimony,  1  would  like  you  to  remember  that  this  is  a 
a  gross  misrepresentation,  and  that  in  my  view  drinking  water  programs  are  doing  an  admirable  job  trying 
to  make  sense  of  what  to  many  is  becoming  more  and  more  nonsensical. 

Second,  the  SDWA  was  set  up  by  Congress  as  a  form  of  partnership,  where  a  state  could  elect  to  enforce 
the  Act  within  its  boundaries  (i.e.,  obtain  "primacy"),  provided  that  it  was  willing  to  put  up  a  minimal 
portion-25%-of  the  cost  to  run  the  program.  Virtually  all  states  have  elected  to  take  primacy,  because 
it  benefits  virtually  everyone  to  have  those  most  familiar  with  each  state's  circumstances  responsible  for 
implementing  the  Act.  Now,  however,  the  burdens  imposed  by  EPA  on  each  state  to  administer  the 
SDWA  are  escalating  rapidly  because  of  the  complex,  technical,  dau-intensive  regulations  that  have  been 
the  product  of  the  1986  amendments  to  the  Act,  and  the  states  are  being  asked  to  pay  for  it.  In 
Washington,  we  are  faced  with  being  required  to  go  from  approximately  73  staff  in  our  state  program 
now  to  about  170  by  1998  in  order  to  have  a  program  that  meets  all  SDWA  and  state  operational 
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requirements.  And,  as  you  know,  the  states  are  being  asked  to  foot  the  bill,  since  the  most  recent 
Administration  budget  proposes  an  actual  reduction  in  EPA  grants  to  the  states  for  administration  of  the 
SDWA.  This  lack  of  resources  at  both  the  federal  and  state  levels,  and  increasing  burdens  being 
imposed,  has  created  a  crisis.  The  Congress  must  either  provide  more  resources  or  the  flexibility  to 
prioritize  the  implementation  of  the  Act  based  on  public  health  protection. 

Third,  as  the  GAO  report  before  you  today  points  out  so  well,  there  is  an  inherent  contradiction  between 
the  minimum  size  systems  subjea  to  the  requirements  of  the  SDWA— systems  as  small  as  IS  connections 
are  subject  to  it-and  EPA's  evaluation  of  the  "feasibility"  of  its  rules  based  on  costs  to  large,  municipal 
systems.  This  is  particularly  true  for  the  monitoring  and  testing  requirements,  where  the  frequencies  for 
such  testing  on  all  systems  are  entirely  within  the  discretion  of  EPA  under  the  SDWA.  Compounding 
this  lack  of  consideration  for  small  systems  is  the  admission  by  the  EPA,  in  its  September  1993  Report, 
that  in  analyzing  certain  of  its  rules  it  has  grossly  underestimated  the  costs  to  small  systems  by  vastly 
overestimating  the  ability  of  states  to  utilize  waivers  and  exemptions  for  such  system  costs.  As  we 
determined  in  our  1993  Public  Water  System  Needs  Assessment,  the  monitoring  and  testing  costs  alone 
to  small  systems  will  drive  customer  rates  to  unaffordable  levels. 

Fourth,  in  many  cases  the  rules  promulgated  by  EPA  presume  national  conditions,  when  in  fact  there  are 
considerable  differences  in  occurrences  of  different  contaminants  or  potential  sources  of  contamination. 
In  Washington,  for  instance,  we  do  not  have  a  history  of  heavy  industry  in  our  urban  areas,  nor  do  our 
inaior  surface  water  supplies  flow  through  industrialized  watersheds,  nor  »;ave  cr.r  Is'-r;  .nuurcipal 
systems  ever  utilized  lead  service  pipes  to  any  significant  degree.  However,  we  do  have  many  small 
systems  at  risk  from  coliform  contamination  due  to  inadequate  construrtion  and  inadequately  treated 
surface  waters,  and  many  systems  with  high  levels  of  nitrate  contamination.  Yet  the  State  is  being  asked 
to  implement  the  SDWA  under  the  national  set  of  priorities  and  test  for  the  same  organic  and  inorganic 
chemicals,  meet  the  same  extensive  watershed  management  criteria,  and  search  the  same  number  of 
household  taps  for  high  levels  of  lead  and  copper  that,  if  present,  are  the  result  of  household  plumbing. 
The  proposed  radon  rule  is  another  example  where  the  potential  health  threats  vary  considerably  from 
state  to  state,  and  within  regions  of  the  state.  Rather  than  require  all  systems  to  comply  uniformly  with 
such  requirements,  states  should  have  the  ability  to  use  existing  data  to  determine  likely  problem  areas 
or  systems,  and  devote  their  limited  resources  to  them. 

SDWA  Reauthorization 

The  Governor  of  Washington,  Mike  Lowry-a  former  member  of  Congress  and  colleague  of  many  of  you- 
-recently  wrote  to  the  entire  Washington  delegation  to  request  support  for  HR  3392,  generally  referred 
to  as  the  "Slattery-Bliley"  bill.  It  is  also  known  as  the  "Coalition "  bill,  since  it  was  developed  over  a 
year  by  such  interested  groups  as  the  National  Governors  Association,  the  National  League  of  Cities,  the 
National  Association  of  Counties,  the  Association  of  State  Drinking  Water  Administrators,  U.S. 
Conference  of  Mayors,  National  Rural  Water  Association,  American  Water  Works  Association,  National 
Conference  of  State  Legislators,  and  National  Association  of  Regulatory  Utility  Commissioners.  The 
letter  from  Governor  Lowry-a  copy  of  which  is  atuched-outlines  why  he  is  asking  the  State's  delegation 
to  support  HR  3392.   I  have  already  discussed  many  of  those  reasons. 
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In  announcing  its  'Ten  Principles'  to  guide  legislation  reauthorizing  the  SDWA,  the  EPA  proposed  major 
advances  and  improvemeots  to  the  states  responsible  for  actually  administering  the  Act  Particularly 
commendable  are  their  emphasis  on  source  water  protection,  funding  for  water  systems,  small  system 
technologies,  data-based  standard  setting,  and  flexible  time  frames  for  rule  compliance. 

Some  of  die  principles,  however,  are  cause  far  concern.  The  desire,  for  instance,  to  create  national 
standards  for  'financial  viability'  is  fraught  with  the  risk  of  creating  the  same  sort  of  inflexibility  that 
already  exists  in  many  of  EPA's  rules,  without  accommodating  state  differences,  particularly  weston 
states  with  large  rural  areas.  Also  of  concern  is  the  emphasis  on  strengthening  enforcement,  not  because 
enforcement  isn't  necessary,  but  because  many  systems-particularly  small  ones-fail  to  comply  with 
SDWA  standards  because  of  their  complexity  and  the  unavailability  of  technical  assistance,  and  not 
because  of  any  intent  to  evade  public  health  requirements. 

From  my  perspective,  probably  the  major  flaw  with  EPA's  "Ten  Principles"  is  the  absence  of  any 
"principle"  suggesting  EPA's  support  for  increased  federal  funding  or  other  federal  resources  to  the  states 
that  are  currently  struggling  to  administer  the  SDWA.  The  proposed  federal  "backstop  fee"  has  some 
significant  advantages,  and  some  form  of  it  may  be  part  of  the  answer.  The  foilure  to  advance  such  a 
fundamental  principle  undercuts  the  notion  that  this  is  to  be  a  federal-state  partnership,  and  places  the 
principal  responsibility  for  resources  to  implement  the  SDWA  on  the  shoulders  of  the  states.  The 
proposed  reduction  in  the  EPA  budget  for  PWSS  grants  to  states  belies  the  statement  made  by  EPA  in 
their  September,  1993  Report  to  the  Congress  that  they  would  continue  to  support  the  recent  trend  of 
slow  but  steady  increases  in  these  funds.  Forcing  states  to  burden  the  systems  with  the  financing  of 
SDWA  implementation  artfully  permits  EPA  to  avoid  discussions  of  the  propriety  and  costs  of  the  rules 
that  it  adopts,  and  invites  federal  agency  intervention  into  state  agency  management  of  state  programs. 
It  does  not  commit  the  EPA  to  any  financial  share  of  the  program,  and,  taken  to  extremes,  this  proposal 
amounts  to  a  "blank  check"  for  EPA,  and  further  erodes  the  initial  principle  of  shared  federal-state 
funding  for  what  is  supposed  to  be  a  federal  program.  Such  a  proposal  should  be  reviewed  very  carefiilly 
by  Congress  before  authorizing  or  enacting  any  version  of  it. 

Needless  to  say,  I  agree  wholeheartedly  with  what  Governor  Lowry  says  in  his  letter.  I  also  have  helped 
formulate  the  position  of  ASDWA  on  reauthorization  of  the  SDWA,  and  support  that  effort.  I  also  want 
to  make  sure  that  the  members  here  know  that  SDWA  reauthorization  efforts  in  the  Senate,  particularly 
those  around  S.  1547,  the  measure  introduced  by  Senator  Baucus,  have  produced  a  number  of  very 
productive  ideas  and  are  helping  achieve  consensus  on  very  contentious  issues. 

Let  me  just  add  my  own  views  on  what  I  would  consider  to  be  the  fundamental  components  needed  in 
a  reauthorized  SDWA: 

(1)  Primacy:  Sute  programs  are  best  suited  to  implement  the  SDWA.  There  is  very  little 
disagreement  on  this.  However,  states  do  not  have  adequate  resources,  nor  sufficient  flexibility  for 
implementation  of  the  SDWA.  If  the  federal  government  is  going  to  rely  on  states  as  the  principal 
instruments  for  implementing  the  will  of  Congress,  there  has  to  be  a  willingness  and  commitment  to 
assuring  that  states  are  able  to  do  so.  This  should  include: 
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•  A  50-50  share  of  the  cost  of  SDWA  administration; 

•  State  authority  to  make  assessments  and  allocate  resources  to  actual  and  high  priority  water 
quality  issues;  and 

•  Himinarion  of  unnecessary  bureaucratic  burdens  (e.g.,  having  to  obtain  primacy  on  a  rule4>y 
rule  basis  from  EPA). 

(2)  Standards  and  rule  development:  The  statutory  language  now  in  the  SDWA  is  sufficiently 
flexible  to  permit  appropriate  water  quality  standards  to  protea  public  health.  What  has  been  lacking  is 
a  willingness  on  the  part  of  EPA  and  others  to  admit  that  for  many  contaminants,  there  simply  is  not  an 
adequate  scientific  basis  to  support  any  standard.  In  addition,  the  standard  rulemaking  process  fails  to 
identify  and  resolve  many  implementation  problems  that  become  apparent  to  states  once  they  are  faced 
with  administering  a  given  rule.  Yet,  once  adopted,  the  rule  is  difficult  to  change.  An  example  of  this 
is  the  Phase  2/5  Rule,  where  a  state/federal  task  force  convened  by  EPA  to  address  such  issues  came  up 
with  several  hundred  reconunended  changes,  none  of  which  have  been  adopted  by  EPA,  leaving  states 
the  job  of  administering  a  rule  with  numerous  flaws.     To  remedy  this: 

•  Maximum  Contaminant  Levels  (MCL's)  should  only  be  promulgated  when  there  is 
scientifically-valid  evidence,  concurred  with  by  EPA's  Science  Advisory  Board,  that  a  contaminant  is 
found  to  occur  in  drinking  water  in  frequency  and  concentration  to  create  a  risk  to  public  health; 

•  Best  Available  Technologies  (BAT's)  should  be  established  for  small  systems; 

•  MCL's  should  be  'h^  '^;ne  for  large  anil  small  systsnr:,  ir.  order  to  assure  the  same  level  of 
health  proteaion; 

•  The  preferred  method  for  rulemaking  should  be  negotiated  rulemaking,  as  was  done  recently 
with  Groundwater  Disinfertion/Disinfection  Byproducts,  which  allows  the  most  significantly  afferted 
interests  to  participate  in  the  rule  development  and  identify  problems  at  an  earlier  stage  of  the  rule;  and 

•  EPA  should  be  required  to  develop  and  maintain  a  contaminant  occurrence  data  base  on  which 
new  standards  are  based  and  existing  ones  are  reevaluated. 

(3)  Small  water  systems:  The  discussion  of  financial  viability  above  outlines  my  views  on  the 
fundamental  approach  to  small  systems  that  we  are  following  in  Washington.  On  a  national  level,  1 
would  offer  the  following: 

•  System  viability,  not  restructuring,  should  be  the  principal  goal,  but  each  state  should  be 
responsible  for  defining  and  implementing  such  standards; 

•  Small  systems  need  more  time  and  flexibility  to  comply  with  water  quality  standards,  including 
monitoring  requirements,  and  not  "weaker"  standards; 

•  Operational  effectiveness  and  operator  training  is  the  key  to  small  system  compliance,  and  must 
be  provided  to  SDWA-jurisdictional  systems;  and 

•  The  SDWA  should  provide  incentives  and  funding  to  implement  viability  programs,  rather  than 
simply  a  mandate  to  do  so. 

(4)  Fmanciaiytechnical  assistance:  This  issue  has  already  been  debated  at  some  length  in  the 
House  of  Representatives,  and  is  the  subject  not  only  of  HR  3392,  but  also  of  two  bills-HR  1701  and 
HR  1865-that  are  out  of  their  respective  committees  and  ready  for  action  by  the  full  House  of 
Representatives.  1  can't  emphasize  enough  that,  regardless  of  how  a  reauthorized  SDWA  turns  out,  water 
systems  are  already  facing  major  capital  burdens  from  existing  EPA  rules,  and  a  State  Revolving  Fund 
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(SRF)  Program  is  needed  now.  Congress  has  already  appropriated  S600  million  for  this  fiscal  year  for 
start-up  capitalization  grants  to  an  SRF  program,  which  I  urge  you  not  to  lapse  because  the  program  is 
not  author^ed.  In  general: 

•  SRF  money  is  essential  for  small  communities  for  assistance  in  meeting  SDWA  capital  needs, 
as  well  as  for  engineering  feasibility  studies  regarding  restructuring  alternatives,  and  to  provide  the 
fimding  for  satellite  management  agencies  to  take  over  'basket  cases"  or  nonviable  systems; 

•  State  technical  assistance  programs  are  essential  to  effective  utilization  of  SRF  money  both  to 
obtain  access  to  funds  and  to  provide  cost-effective  projects;  and 

•  The  EPA  should  give  highest  priority  to  the  routine  provision  of  sanitary  surveys  by  state 
drinking  water  programs  to  regulated  systems,  rather  to  other  SDWA  mandates  that  force  states  to 
allocate  resources  to  functions  that  have  litde  to  do  widi  proper  public  health  protection. 

(S)  Monitoring/data  management:  Under  the  most  recent  EPA  rules,  states  are  being  required 
to  spend  more  and  more  of  their  scarce  resources  in  simply  processing  test  results,  designing  software, 
buying  hardware,  and  otherwise  managing  a  massive  flow  ot  data  arising  from  the  extensive  monitoring 
schemes  EPA  requires  systems  to  follow.  At  times  states  have  also  been  required  to  adopt  rules,  or 
enforce  federal  ones,  when  laboratory  capacity  is  not  in  place  to  perform  the  required  tests.  This  not  only 
places  states  and  systems  in  impossible  simations,  it  also  undermines  the  credibility  of  EPA  and  states 
in  the  eyes  of  system  operators  and  the  public.  To  remedy  this: 

•  States  should  be  given  greater  flexibility  to  design  risk-based  monitoring  requirements, 
particularly  for  small  systems  that  do  not  have  great  technical  or  financial  capacity,  and  may  not  have 
significant  risks  with  regard  to  certain  contaminants; 

•  Analytical  procedures  and  laboratory  capability  should  be  in  place  before  imposing  new 
monitoring  requirements;  and 

•  Data  management  systems  at  the  state/federal  level  should  be  defined  at  the  time  of  rule 
development  to  allow  sufficient  time  to  put  the  needed  systems  in  place. 

This  concludes  my  testimony.  1  would,  of  course,  be  happy  to  respond  to  any  questions  or  requests  for 
tiirther  information.  I  sincerely  appreciate  your  time  in  taking  a  look  at  this  issue,  and  remain  confident 
that  consensus  will  be  developed  this  session  on  these  issues  that  will  permit  a  much-improved  SDWA 
that  continues  to  provide  high  levels  of  public  health  protection. 
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The  Honorable  Mike  Kiiedier 

1 S3S  Longworth  House  Office  Bldg. 

Washington,  D.C.  20515 

Dear  Mike:  ^ 

As  Governor  of  Washington,  and  a  former  member  of  Congress,  I  am  writing  to  urge  your 
suppon  of  HB  3392,  the  Safe  Drinking  Water  Act  Amendments  of  1993  and  HB  1701,  an  act  to 
create  a  state  revolving  tiind  for  public  water  systems. 

HB  3392  is  a  bipanisan  measure  cosponsored  by  Congressmen  Jim  Slattery  (D-KS)  and  Tom 
Bliley  (R-VA).  I  understand  that  this  bill  has  been  cosponsored  by  approximately  60  »AAititmmi 
members  of  Congress,  although  not  yet  by  any  member  of  the  Washington  Delegation.  I  am 
wnting  to  ask  you  to  consider  becoming  a  cosponsor,  and  otherwise  fully  support  this  measure. 

HB  3392  represents  the  work  of  a  broad  coalition  of  groups  knowledgeable  about  the  current 
Safe  Dnnking  Water  Act  (SDWA)  and  motivated  to  assure  better  public  health  protection 
ihrouuh  the  revisions  proposed  in  HR  3392    The  National  Governors  Association  (Ts'GA)  is  one 
nine  members  of  the  coalition  that  developed  HR  3392,  which  tracks  the  recommendations  for 
,;nani!cs  to  the  SDWA  adopted  by  the  .NGA  in  1992.  HR  3392  is  also  supponed  by  the  National 
League  oi"  Cities,  National  .\ssociaiion  ot  Counties,  Association  of  State  Drinking  Water 
Administrators,  U.S.  Conference  of  Mayors,  National  Rural  Water  Association.  Amencan  Water 
WorKs  Association,  National  Conference  of  State  Legislators,  and  National  Association  of 
Regulatory  Utility  Commissioners.  Washington  representatives  have  actively  panicipated  in  most, 
if  not  all,  of  these  groups'  work  on  what  has  become  known  as  the  "Coalition  bill."  These  and 
other  croups  are  vitally  and  directly  interested  in  assuring  that  we  all  have  safe  and  reliable 
dnmung  water  supplies. 

There  is  near-universal  agreement  that  the  SDWA  as  it  currently  exists,  and  is  being  implemented 
by  the  Environmental  Protection  Agency  (EPA),  has  major  flaws  that  must  be  correaed.  These 
problems  include  overly-cumbersome  and  complicated  rules,  massive  costs  for  water  systems 
( panicularly  for  small  system  customers),  major  increases  in  implementation  cosu  on 
administenng  states  like  Washington,  and  inadequate  research  on  health  efFeas,  to  name  a  few.  I 
see  senous  problems  being  created  by  the  SDWA  in  this  state,  including  the  following: 

Of  the  nearly  5000  water  systems  in  Washington  subjea  to  the  SDWA  all  but  170  are 
considered  "small"  by  the  EPA  (either  community  systems  with  fewer  than  1000  hookups 
or  non-commumty  systems!    These  small  systems,  when  forced  to  do  the  monitonng, 
testing,  or  treatment  required  by  the  EPA  imder  its  new  rules  will  face  potentially  major 
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rate  increases  that  cou]:d  drive  monthly  household  chaises  up  to  S 100  or  more.  The  EPA 
has  not  adequately  addressed  this  issue,  stating  that  it  bases  its  econotnic  analysis  on  "luge 
munidpai  system"  costs,  which  does  not  reflect  the  reality  of  the  vast  m^ority  of  syiteou 
in  WashtngtoiL  HB  3392  makes  special  provision  for  small  system  problems,  induidiiig  the 
development  by  EPA  of  appropriate  technology  for  differem  size  systems. 

EPA's  'one  size  fits  all'  approach  to  setting  n»*^0"iil  standards  does  not  account  fi>r 
regional  or  state  differences.  Washington,  for  instance,  does  not  have  the  history  of 
chemical  pollution  that  more  industrialized  states  have,  nor  the  widespread  use  of  lead 
pipes  bice  many  m^or  eastern  cities  have.  Yet  the  EPA  rules  require  Washington's 
systems  to  conduct  the  same  types  of  expensive  testing  and  monitOTing  as  are  apptopriate- 
in  areas  where  these  types  of  contaminants  may  be  expeaed  to  be  found.  HB  3392  would 
allow  tailoring  of  monitoring  and  testing  by  each  state  to  its  own  circumstances,  and 
provide  additional  flexibility  to  the  states  in  determining  appropriate  water  treatment 
requirements. 

The  1993  Public  Water  System  Needs  Assessmem  conduaed  by  the  Depanmett  of  Heahh 
concUided  that  by  1999  the  state's  water  systems  will  netd  neatly  S700  million  in  cipitai 
fimding  to  meet  SDWA  requirements.  The  study  noted  that  figure  could  increase 
significantly  if  existing  exceptions  are  not  maintained  (e.g.,  the  City  of  Seattle  may  be 
required  to  spend  approximately  S300  million  to  build  a  filtration  plant  for  the  Cedar  River 
if  it  does  not  continue  to  receive  its  exception  under  the  SDWA).  There  is  not  now  any 
major  federal  fiindtng  program  for  such  federally-driven  capital  costs  (like  there  was  for 
wastewater  treatment  under  the  Clean  Water  Act).  Congress  has  appropnated  $599 
million  in  start-up  money  in  FY  94  for  the  proposed  Drinking  Water  State  Revolving 
Fund.  That  funding  will  lapse  on  September  30  if  such  a  program  has  not  been 
authorized.   HB  3392's  one  major  omission  is  authorization  for  such  a  program. 
However,  Congressmen  Waxman  has  an  aa  (HB  1701)  that  would  authorize  such  a 
program  independently  of  the  re-authorization  of  the  SDWA  in  HB  3392.  Given  that 
these  major  costs  will  be  incurred  regardless  of  the  prospective  changes  in  the  SDWA  the 
State  Revolving  Fund  program  envisioned  in  HB  1701  should  be  enaaed  immediately. 

According  to  the  EPA's  model,  the  Depanment  of  Health  will  have  to  increase  its  level  of 
staflBng  fi-om  the  current  73.5  FTE's  to  approximately  170  by  1998  in  ordo.-  :o  have  a 
program  that  satisfies  the  EPA.  Most  of  these  increases  would  be  direcdy  due  to 
administration  of  existing  and  proposed  rules  under  the  SDWA  EPA  cutrendy  pnivides 
only  about  30%  of  our  Drinking  Water  Program  fiinding,  even  though  more  than  half  the 
Program's  fiinaions  and  activities  are  directly  generated  by  the  SDWA  For  the  cuirem 
fiscal  year,  the  EPA  proposed  no  increase  in  grants  to  the  states  for  administering, 
although  Congress  on  its  own  initiative  added  another  SS  million  for  the  states.  The  heawy 
increase  in  workload  being  forced  on  the  states  can  only  be  done  through  m^or  increases 
in  federal  fiinding,  which  the  current  Administration  has  not  proposed  to  provide.  The 
state  of  Washington  cannot  afford  such  increases,  given  its  currem  fiscal  problems  and  the 
future  limitations  on  state  revenues  imposed  under  Initiative  601 .  HB  3392  will  provide 
the  major  increases  in  state  funding  necessary. 
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I  think  I  can  safely  charaaerize  the  1986  Safe  Drinking  Water  Act  amendments  as  weU- 
intenuoned  legislation,  based  on  the  best  available  information  at  the  time,  that  in  its 
implementation  has  gone  awry.  We  now  know  much  more  than  we  did  in  1986,  panicularty  with 
regard  to  the  existence  of  many  contaminants,  their  potential  health  effects,  and  the  enormous 
costs  that  will  have  to  be  borne  by  utilities  and  state  and  local  governments  to  implement  the  niki 
enaaed  by  the  EPA.  While  there  is  a  lot  we  still  don't  know,  I  think  it  is  time  to  make  a  mid-        trr: 
course  correction  to  the  SDWA,  based  on  knowledge  »frMTm,\»tmA  over  the  past  seven  yean.  HB 
3392  will  do  that. 

Although  I  am  asking  that  you  support  HB  3392  (and  any  Senate  version  I  understand  may  be  - 
introduced),  I  am  aware  that  SB  1 S47  (the  "Baucus  bill")  also  contains  a  number  of  proviaoof   ~^~ 
that  would  materially  improve  the  SDWA  and  its  administration.  Many  of  these  changes  are 
mentohous  and  deserve  your  support.  However,  at  this  point,  HB  3392  represents  the  work  of  a 
large  number  of  organizations,  and  the  consensus  of  a  variety  of  viewpoints,  including  those  of  the 
Governors  of  the  SO  states.  Because  of  the  lengthy  d^ate  and  compromise  that  has  already  gODe 
into  this  bill,  it  warrants  your  strong  efforts  on  its  behalf 

Finally,  I  want  to  note  that,  despite  its  broad  support  from  a  range  of  organizations,  HB  3392  is 
being  criticized  as  "weakening"  of  public  health  protection.  I  do  not  bdieve  that  claim  is  accurate, 
and  1  am  not  aware  of  any  such  criticisms  being  made  by  Washington  organizations 
knowledgeable  about  drinking  water  issues.  The  public  health  of  our  citizens  can  only  be 
adequately  proteaed  if  reasonable  decisions  are  made  on  the  allocation  of  our  resources  to  all  the 
types  of  threats  being  made  to  public  health.  We  cannot  afford  to  divert  scarce  resources  to 
theoretical  public  health  threats  and  away  from  real  and  demonstrable  ones,  of  which  we  have 
many 

In  mv  one  vear  as  Governor.  I  have  become  well  aware  that  the  citizens  of  this  state  will  no  longer 
tolerate  increasingly  expensive  burdens  imposed  on  them  by  any  level  of  government  without 
clear  delineation  of  the  need.  They  are  willing  to  support  good  public  policy,  with  clearly  stated 
objectives,  and  reasonable  measures  to  achieve  them.  HB  3392  will  go  a  long  way  toward 
assunng  that,  at  least  with  regard  to  safe  and  reliable  water  supplies. 


Sincerely, 


MIKE  LO WRY 
Govemf"' 
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SENATE  JOINT  MEMORIAL  8021 


AS  AMENDED  BY  THE  HOUSE 

Passed  Legislature  -  1993  Regular  Session 

State  of  Washington        53rd  Legislature       1993  Regular  Session 

By  Senators  Williams,  McCaslin,  Eraser,  Talmadge,  M.  Rasmussen,  Moore, 
Deccio,  Sutherland,  Barr  and  Franklin 

Read  first  time  02/26/93.   Referred  to  Committee  on  Ecology  &  Parks. 


1  TO  THE  HONORABLE  BILL  CLINTON,  PRESIDENT  OF  THE  UNITED  STATES,  AND 

2  TO  THE  PRESIDENT  OF  THE  SENATE  AND  THE  SPEAKER  OF  THE  HOUSE  OF 

3  REPRESENTATIVES,  AND  TO  THE  SENATE  AND  HOUSE  OF  REPRESENTATIVES  OF  THE 

4  UNITED  STATES,  IN  CONGRESS  ASSEMBLED: 

5  We,  your  Memorialists,  the  Senate  and  House  of  Representatives  of 

6  the  State  of  Washington,  in  legislative  session  assembled,  respectfully 

7  represent  and  petition  as  follows: 

8  WHEREAS,   The   Congress   has   enacted   comprehensive   national 

9  legislation  protecting  public  health  and  preserving  the  environment, 

10  including  such  measures  as  the  Safe  Drinking  Water  Act,  the  Clean  Water 

11  Act,  the  Resource  Conservation  and  Recovery  Act,  the  Clean  Air  Act,  the 

12  Toxic  Substance  Control  Act,  and  the  Federal  Insecticide,  Fungicide, 

13  and  Rodenticide  Act;  and 

14  WHEREAS,  The  provisions  of  each  of  these  measures  and  other  similar 

15  measures  envision  a  partnership  and  shared  responsibility  between  the 

16  federal  government  and  state  governments  for  assuring  that  their 

17  objectives  be  attained  and  that  they  are  best  administered  at  the  state 

18  or  local  level  where  the  issues,  problems,  and  remedies  under  each  are 

19  best  understood;  and 

20  WHEREAS,   The  State  of  Washington  has   formally  accepted  the 

21  delegation   of   responsibility   from   the   federal   government   for 
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1  administration  and  enforcement  under  these  and  other  similar  measures ; 

2  and 

3  WHEREAS,  Each  of  these  programs  contains  an  express  or  implied 

4  promise  of  adequate  federal  resources  to  the  states  to  assure  full 

5  implementation  of  their  recjuirements;  and 

6  WHEREAS,  The  costs  to  the  states  of  administering  each  of  these 

7  programs  is  escalating  rapidly,  while  the  level  of  support  and  funding 

8  to  the  states  from  the  federal  government  for  these  programs  is  either 

9  declining  or  failing  to  keep  pace  with  the  cost  of  new  requirements 

10  being  imposed  at  the  federal  level;  and 

11  WHEREAS,  It  is  incumbent  upon  the  federal  government,  as  part  of 

12  its  shared  .responsibility  with  state  and  local  governments  to  assure 

13  safe  drinking  water;  clean  air;  clean  rivers,  streams,  and  aquifers; 

14  safe  disposal  of  contaminants;  and  the  general  health  and  safety  of  the 

15  citizens  of  this  country,  to  provide  adequate  resources  to  the  states 

16  that  have  accepted  delegation  of  responsibility  for  enforcement  of 

17  these  federal  programs  with  the  understanding  that  the  delegation 

18  includes  a  commitment  by  the  federal  government  to  provide  such 

19  i.3sources;  and 

20  WHEREAS,  The  Washington  State  Department  of  Health  has  determined 

21  that  it  will  need  to  increase  its  budget  by  eight  million  six  hundred 

22  thousand  dollars  over  the  next  two  years  simply  to  provide  adequate 

23  staff  to  carry  out  its  mandates  under  the  Safe  Drinking  .  Water  Act 

24  administered  by  the  Environmental  Protection  Agency;  and 

25  WHEREAS,  The  Washington  State  Department  of  Health  conducted  a 

26  Public  Water  System  Needs  Assessment  in  1992,  which  concluded  that  the 

27  state's   water   systems   will   need   to   incur   additional   capital 

28  expenditures  of  six  hundred  eighty-six  million  dollars  between  1993  and 

29  1999  because  of  new  requirements  under  the  Safe  Drinking  Water  Act, 
3  0  including  millions  of  dollars  for  surface  water  treatment  and  other 

31  Safe  Drinking  Water  Act  requirements  in  1993;  and 

32  WHEREAS,  The  costs  incurred  under  these  Safe  Drinking  Water  Act 
3  3  requirements,  both  to  the  Department  of  Health  and  to  the  state's 

34  public  water  systems,  may  not  be  related  to  significant  risks  to  the 

35  public  health  that  exist  in  the  State  of  Washington;  and 

3  6  WHEREAS,  The  federal  government  is  proposing  only  modest  increases 

3  7  in  the  federal  grant  to  the  State  of  Washington  and  other  states  for 

38  administering  the  Safe  Drinking  Water  Act,   in  the  face  of  major 

39  increases  in  costs  to  the  state;  and 
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1  WHERKAS,  The  federal  government  currently  has  no  comprehensive  and 

2  large-scale  program  of  financial  assistance  to  public  water  systems 

3  that  will  be  forced  to  incur  major  capital  costs  for  Safe  Drinking 

4  Water  Act  compliance;  and 

5  WHEREAS,   States   are   faced  with  major   increased  costs   for 

6  administering  mainy  of  these  federal  programs  simultaneously  and  in  the 

7  face  of  increasingly  difficult  fiscal  situations;  and 

8  WHEREAS,  The  State  of  Washington  is  currently  facing  a  budget 

9  deficit  of  approximately  one  and  one-half  billion  to  two  billion 

10  dollars  in  a  total  budget  of  approximately  sixteen  billion  dollars, 

11  which  is  forcing  many  painful  decisions  on  budget  cuts  and  tax  or  other 

12  revenue  increases;  and 

13  WHEREAS,  Both  the  Safe  Drinking  Water  Act  and  the  Clean  Water  Act 

14  are  due  for  federal  reauthorization;  and 

15  WHEREAS,  The  National  Governors  Conference  in  1992  adopted  an 

16  eight -point  program  with  regard  to  reauthorization  of  the  Safe  Drinking 

17  Water  Act  that  addresses  many  of  these  issues;  and 

18  WHEREAS,  President  Clinton  has  announced  a  program  to  provide  both 

19  short-term  and  long-term  investment  into  the  infrastructure  of  this 

20  country,  including  its  water  systems;  and 

21  WHEREAS,  The  State  of  Washington  desires  to  maintain  the  high 

22  quality  of  its  waters  and  environment  and  the  high  level  of  health  of 

23  its  citizens; 

24  NOW,   THEREFORE,   Your  Memorialists  respectfully  pray  that  the 

25  President  and  the  Congress  of  the  United  States: 

26  (1)  Review  in  a  comprehensive  fashion  the  Safe  Drinking  Water  Act 

27  and  other  similar  measures  to  assess  the  impact  upon  the  states,  local 

28  governments,  and  others  subject  to  their  provisions  of  the  costs  of 

29  complying  with  them  and  whether  such  costs  are  justified  by  the  risk 

30  being  addressed; 

31  (2)  Substantially  increase  to  the  states  the  amount  of  resources 

32  necessary  to  implement  federal  programs,  so  that  the  state  financial 

33  burden   is   restored   to   the   levels   and   proportions   originally 

34  contemplated  under  such  legislation; 

3  5  (3)  Study  and  implement,  where  appropriate,  modified  delegation  and 

36  enforcement  of  federal  laws  to  reflect  the  state's  ability  to  implement 

37  and  enforce  all  or  a  portion  of  such  federal  laws; 
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1  (4)  Require  that  federal  agencies  accept  the  responsibility  for 

2  implementation  and  enforcement  of  federal  laws  where  the  federal 

3  government  has  not  provided  adequate  resources  for  the  state  to  do  so; 

4  (5)  Reauthorize  the  Safe  Drinking  Water  Act,  incorporating  the 

5  recommendations  of  the  National  Governors  Conference  with  regard  to 

6  additional  flexibility  in  state  enforcement,  increased  efficiency  in 

7  the  operation  of  the  Safe  Drinking  Water  Act  program,  and  increased 

8  resources  to  the  states  and  water  systems  to  meet  the  Safe  Drinking 

9  Water  Act  requirements;  and 

10  (6)  Make  substantial  funding  available,  for  both  1993  and  long-term 

11  needs,  to  water  systems  that  are  required  to  make  capital  improvements 

12  to  their  systems  because  of  provisions  of  the  Safe  Drinking  Water  Act. 

13  BE  IT  RESOLVED,  That  copies  of  this  Memorial  be  immediately 

14  transmitted  to  the  Honorable  Bill  Clinton,  President  of  the  United 

15  States,  the  President  of  the  United  States  Senate,  the  Speaker  of  the 

16  House  of  Representatives,  and  each  member  of  Congress  from  the  State  of 

17  Washington. 

END  
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FINANCIAL  PROGRAM 


OBJECTIVE:  To  identify  the  total  cost  of  providing  water  service,  assure  that  the 

utility  improvement  schedule  will  be  implemented,  and  assist  in 
establishing  adequate  water  rates. 

Financial  planning  is  one  of  the  most  important  aspects  of  the  water  system  plan.    A  basic 
financial  program  must  be  established  to  successfully  implement  the  plan.    In  order  to 
develop  a  complete  financial  assessment  the  total  cost  of  providing  water  service  must  be 
identified.   This  is  referred  to  as  the  "financial  viability"  of  the  water  system.    Specifically, 
the  financial  viability  of  a  water  utility  is  represented  by  the  systems  ability  to  fully  finance 
the  total  cost  of  developing,  constructing,  operating,  and  maintaining  the  water  system  in 
full  compliance  with  federal,  state  and  local  requirements. 

The  financial  program  should  also  facilitate  the  creation  of  a  detailed  Capital  Improvement 
Plan.   Through  the  financial  program  the  utility's  decision  makers  are  assured  that  the 
improvement  schedule  can  be  implemented  because  they  will  know  how  improvements  are 
intended  to  be  financed.   Thus,  a  good  financial  program  can  make  the  difference  between  a 
"wish  list"  and  a  useful  and  implementable  plan. 

In  addition,  a  complete  financial  program  can  assist  the  utility  in  establishing  water  rates  and 
other  charges  that  reflect  the  actual  cost  of  providing  service. 


PLAN  CONTENT 


A  well-conceived  financial  program  should  be  carefully  coordinated  with  Section   , 

Identification  of  improvements  when  alternatives  are  being  selected.    The  financial  program 

should  also  be  carefully  coordinated  with  Section ,  scheduling  of  improvements  to  assure 

a  realistic  improvement  schedule. 

LEVEL  OF  DETAIL 

Financial  planning  is  a  complex  subject.    It  is  often  difficult  for  the  utility  to  determine  the 
appropriate  level  of  detail  needed  in  the  water  system  plan.   The  water  system  must  include  a 
general  financial  framework  that  addresses  the  utility's  overall  financial  situation  and  a 
specific  financial  program  for  making  system  improvements.    Detailed  financial 
arrangements,  such  as  lending  institution  requirements  or  specific  rate  design  information 
need  not  be  included  in  the  plan. 

The  following  criteria  can  serve  as  a  guide  for  presentation  of  financial  information 
concerning  system  improvements. 
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1 .  Maior  Facilities.    Major  facility  improvements  should  be  subjected  to  a  thorough 
fmancial  evaluation.    Major  improvements  include  source  development,  storage, 
transmission,  and  treatment  projects.    Financial  aspects  of  minor  improvements  may 
be  examined  more  briefly. 

2.  Criteria  Facilities.  Specific  financial  arrangements  should  be  indicated  for  facility 
improvements  needed  to  satisfactorily  operate  the  water  system  both  from  a  water 
quality  and  reliability  standpoint.  Facilities  needed  to  bring  the  water  system  into 
compliance  with  State  and  Federal  standards  are  included  in  this  category. 

3.  Distribution  Facilities.   If  known  distribution  projects  are  identified  in  the  water 
system  plan  more  complete  fmancial  arrangements  can  be  identified.   However,  if 
distribution  projects  are  scheduled  on  an  annual  basis,  a  much  more  general  funding 
program  could  be  developed.    For  example,  annual  funds  set  aside  for  making 
distribution  improvements  could  be  identified  without  specifically  identifying  each 
distribution  project. 

4.  Non-Facilities.    Programs  and  studies  relating  to  crucial  utility  decisions  about 
operations,  water  quantity  and  water  quality  should  be  accompanied  by  specific 
financial  arrangements.    This  could  include  but  not  be  limited  to  Ground  Water 
Protection  Programs,  Watershed  Controi  Programs,  Conscr-cition  Programs, 
Comprehensive  Rate  Analysis  studies  and  ciigiueering  studies  related  to  specific 
projects. 

5.  Timing  of  Improvements.      Facilities  scheduled  for  construction  within  six  years  of 
the  water  system  plan  approval  date  should  be  more  thoroughly  evaluated  than 
facilities  scheduled  for  later  construction.    Since  Capital  Improvement  Programs  are 
usually  developed  on  a  yearly  basis,  thorough  financial  information  should  be 
available  for  immediate  projects.    Financial  evaluation  of  projects  and  studies  taking 
place  after  the  first  six  years  may  be  much  more  general. 

6.  Location  of  Improvements.    More  direct  control  over  financing  scheduling,  and 
location  can  be  exercised  for  improvements  within  legal  water  system  boundaries  than 
for  improvements  outside  system  boundaries.   Thus,  improvements  to  be  constructed 
within  system  boundaries  should  receive  more  thorough  financial  evaluation  that 
projects  outside  system  boundaries.    Development  of  financial  arrangements  for  joint- 
use  projects  may  require  complex  negotiations  between  several  entities;  detailed 
documentation  of  financial  arrangements  is  not  expected  in  the  water  system  plan. 

FINANCIAL  PROGRAM  DEVELOPMENT  CATEGORIES 

Financial  program  requirements  have  been  divided  into  three  categories  based  on  the  size  and 
ownership  of  the  water  system: 
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A.  Systems  with  greater  than  1000  services  (excludes  lOU's  regulated  by  UTQ. 

B.  Systems  with  less  than  1000  services  (excludes  lOU's  regulated  by  UTC). 

C.  Private  for  profit  water  systems.   This  incudes  Investor  Owned  Utilities 
(lOU's)  regulated  by  the  Washington  State  Utilities  and  Transportation 
Commission  (UTC). 

The  financial  program  requirements  are  different  for  each  category.    For  large  water 
systems,  the  emphasis  of  the  financial  program  is  on  the  improvement  program.    Because  of 
available  funding  sources  and  a  large  rate  base  a  thorough  assessment  of  the  total  cost  to 
provide  service  is  not  required.    For  small  water  systems,  funding  sources  and  the  ability  to 
generate  capital  through  rates  are  limited,  therefore  the  emphasis  of  the  financial  program  is 
on  a  thorough  assessment  of  the  total  cost  to  provide  service.    Investor  owned  utility's 
regulated  by  UTC  have  a  separate  method  of  displaying  financial  information  because  of 
their  ability  to  generate  a  profit. 

LARGE  WATER  SYSTEMS  (>   1000  SERVICES')  PLAN  CONTENT 

The  water  system  plan  must  discuss  the  following  information  at  a  minimum.    Department  of 
Health  Staff  will  solely  be  responsible  for  review  and  approval  of  the  financial  program  for 
largt  wacei  systems. 

1 .  Past  and  Present  Financial  Status.    A  clear  and  concise  description  of  the 
current  financial  status  of  the  utility  should  be  provided.    Operating  income 
and  expenses  for  the  past  six  years  should  be  summarized.    Annual  water  rate 
revenue,  general  facility  charge  revenue,  LID  assessment  revenue,  and  any 
other  utility  income  should  be  listed  under  operating  income.    For  operating 
expenses,  annual  water  system  indebtedness  (bank  loans,  bond  repayments, 
etc.),  operatmg  and  maintenance  expenses,  facility  replacement  funds,  and 
appropriations  for  major  improvements  should  be  itemized.    Past  and  present 
financial  information  may  be  displayed  in  chart  form  for  ease  of  presentation. 

2.  Available  Revenue  Sources.  Available  and  potential  revenues  source  for 
making  future  system  improvements  should  be  listed  and  discussed.    Available 
revenue  includes  funds  generated  from  investment  funds  and  existing  sources 
such  as  water  sales,  assessments,  general  facilities  charges  (service  installation 
fees,  etc.).    Potential  revenue  sources  might  include  general  obligation  bonds, 
revenue  bonds,  assessment  income,  grant  funds  (state  and  federal),  developer 
extension  fees,  etc. 

3.  Allocation  of  Revenue  Source.  The  allocation  of  revenue  source  is  the  key 
mechanism  for  implementmg  the  water  system  plan.  A  program  allocating 
funds  to  finance  each  major  improvement  scheduled  in  Section , 
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Scheduling  of  Improvements  can  be  developed  from  information  on  revenue 

sources  (item  2)  and  the  cost  of  improvements  (Page ).    For  example, 

revenue  generated  from  developer  extension  fees  and  general  facilities  charges 
could  be  designated  for  improvements  to  be  constructed  in  the  future  service 
area  of  the  water  system.   Allocation  of  revenue  source  should  appear  on 
Chart page Improvement  Program. 

4.  Program  Justification.  To  arrive  at  a  realistic  financial  program,  an 
assessment  of  the  system's  capability  to  obtain  potential  revenue  should  be 
performed.  The  assessment  should  describe  basic  revenue  requirements  to 
fund  system  operation  and  maintenance  and  improvements,  and  discuss  the 
utility's  ability  to  secure  the  revenue  needed.  Any  assumptions  regarding 
'inflation  rate,  interest  rates,  bonding  limit,  grant  eligibility,  etc.  should  be 
clearly  stated. 

5.  Assessment  of  Rates.    The  impact  of  the  financial  program  on  water  rates 
should  be  assessed.    The  current  rate  structure  used  by  the  utility  should  be 
provided.    Also,  a  brief  discussion  of  potential  changes  in  the  rate  structure  to 
generate  funds  for  future  improvements  should  be  included.    For  example,  if 
revenue  bonds  will  be  sold,  calculate  the  estimated  accompanying  increase  in 
wj>ter  rates.    The  effect  of  increasing  water  rates  upon  water  demand  and 
ultimately  liie  need  for  certain  improvements  should  be  evaluated. 

If  the  funds  needed  for  scheduled  improvements  cannot  be  generated.  Sections and 

,  Identification  of  Improvements  and  Scheduling  of  Improvements  should  be  examined  for 
possible  modification,  delay  or  elimination. 

SMALL  WATER  SYSTEMS  (<  1000  SERVICES')  PLAN  CONTENT 

The  water  system  plan  must  address  information  concerning  past  and  present  financial  status, 
improvement  program  financing,  and  rate  structure.    Department  of  Health  staff  will  solely 
be  responsible  for  review  and  approval  of  this  portion  of  the  financial  program. 

In  addition,  small  water  systems  are  required  to  take  a  Financial  Viability  Test.  Prior  to 
submittal  of  the  water  system  plan  for  DOH  approval,  it  will  be  the  responsibility  of  the 
water  system  to  obtain  approval  of  the  Financial  Viability  Test  from  a  licensed  engineer. 

1 .  Past  and  Present  Financial  Status.    A  summary  of  the  current  financial  sutus  must  be 
provided.    This  shall  include  an  itemized  summary  of  system  revenue  and  expenses 
(i.e.,  income  sheets)  for  the  past  3  years  and  a  discussion  on  how  system 
improvements  have  been  financed  historically  (one  time  surcharge,  debt,  etc.). 

2.  Improvement  Program  Financing.    For  all  improvements  listed  in  the  improvement 
schedule  (see  chart ,  page Improvement  Program)  a  cost  and  funding  source 
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must  be  identified.  Funding  sources  can  include  but  are  not  limited  to  general 
facilities  charges,  obligation  bonds,  revenue  bonds,  assessment  income,  grants, 
developer  extension  fees,  and  FHA  and  public  trust  loans. 

3.  Rate  Structure.   The  current  rate  structure  used  by  the  utility  must  be  included  in  the 
plan.   Also,  any  contemplated  changes  to  the  current  rate  structure  must  be  addressed. 
Consideration  of  rate  structures  that  promote  conservation  should  be  a  part  of  any  rate 
analysis. 

4.  Financial  Viability  Test.   The  purpose  of  the  financial  viability  test  is  to  ensure  that 
the  water  system  meets  all  regulatory  and  prudent  business  requirements.    It  is  a  way 
to  demonstrate  to  utility  owners  and  managers,  utility  customers,  and  DOH  that  the 
total  cost  of  providing  service  has  been  taken  into  consideration.   The  financial 
viability  test  consists  of  four  related  tests.   The  first  three  tests  are  to  see  if  the  utility 
has  an  adequate  Operating  Budget,  Operating  Cash  Reserve,  and  Capital  Cash 
Reserve.    The  fourth  test,  the  household  income  index,  allows  DOH  and  the  utility  to 
evaluate  the  local  impact  of  utility  operation  and  capital  funding  requirements.    Each 
test  is  explained  in  detail  in  the  "Financial  Manual  For  Small  Water  System 
Utilities".   This  manual  offers  an  easy-to-use  framework  to  evaluate  financial  viability 
and  is  available  from  the  Department  of  Health,  Division  of  Drinking  Water,  Planning 
Section. 

PRIVATE  FOR  PROFIT  WATER  SYSTEMS  REGULATED  BY  UTC  PLAN  C0^r^E^4T 

Both  the  Washington  State  Department  of  Utilities  and  Transportation  Commission  (UTC) 
and  DOH  are  responsible  for  evaluating  the  financial  program  for  lOU's.    DOH  is  ultimately 
responsible  for  approval. 

UTC  will  determine  if  the  water  system  is  financially  viable  and  financially  feasible. 
Financial  Viability  is  the  ability  of  an  lOU  to  obtain  sufficient  funds,  on  a  continuing  basis, 
to  cover  the  total  cost  of  developing,  constructing,  operating,  and  maintaining  a  company  in 
compliance  with  Federal,  State,  and  local  requirements.    Financial  Feasibility  reflects  a 
companies  ability  to  provide  sufficient  quantity  and  quality  of  water  service  for  the  planning 
period. 

The  following  outline  identifies  the  key  elements  that  must  be  addressed  in  the  financial 
program  for  lOU  that  is  regulated  by  UTC. 

1.  Historical  Financial  Information.         A  summary  of  the  past  financial  status  of 
the  company  that  includes  income  and  balance  sheets  for  the  last  3  years  of 
operation. 

2.  Future  Financial  Planning  Information.    Future  financial  planning  information 
must  be  divided  into  four  parts: 
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a)  Projected  cost  of  operation  and  maintenance  activities  for  the  six  year 
planning  period. 

b)  Projected  costs  of  capital  improvements  identified  in  the  improvement 
program,  chapter . 

c)  Proposed  financial  mechanisms  (i.e.,  borrowed  money,  owner  or  other 
party  invested  capital)  for  each  capital  and  non-capital  improvement. 

d)  Anticipated  revenue  from  existing  and  proposed  rates  and  related 
changes  which  includes  an  impact  analysis  of  any  proposed  rate 
increases.   The  current  rate  schedule  must  also  be  included  in  the  water 
system  plan. 

To  determine  the  viability  and  feasibility  of  a  regulated  lOU,  UTC  and  DOH  have  developed 
a  tour  pan  test  that  includes: 

1 .  Positive  Annual  Income 

2.  Positive  Retained  Earnings 

3.  No  Outstanding  Agency  Orders 

4.  Capital/Asset  Ratio 

(Additional  information  on  lOU  financial  program  content  and  evaluation  criteria  have 
been  included  in  appendix .) 

INFORMATION  SOURCES 

Financial  records  of  the  water  utility  are  the  best  sources  of  financial  program  information. 
Thus,  the  water  system's  financial  advisor,  investment  broker,  clerk  or  treasurer  should  be 
directly  involved  in  establishing  the  financial  program.    All  aspects  of  the  financial  program 
should  be  coordinated  with  and  reviewed  by  utility  management  and  policy  makers  prior  to 
inclusion  in  the  water  system  plan. 

Information  about  water  system  grants  and  loans  should  be  obtained  directly  from  the 
agencies  responsible  for  their  administration.    A  listing  of  current  agencies  that  may  have 
funds  available  for  water  system  improvements  has  been  included  in  appendix . 
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Required  Content  of  Financial  Program 

The  following  outline  is  intended  to  provide  a  sxunnary  of  key 
elements  that  should  be  addressed  in  the  financial  program  for 
investor  owned  utilities  that  are  required  to  prepare  and  submit  a 
Water  System  Plam  (WSP)  in  accordance  with  WAC  246-290-100. 

Ij.   Historical  Financial  Tngormation 

11   Income  Sheet  for  Last  3  Years  of  Operation. 

An  income  'Sheet  measures  the  results  of  operation  for  a  specified 
time  period  (usually  one  calendar  year) .  This  income  sheet  should 
include: 

A)  Net  Taxable  Income= 

a)  Gross  operating  revenue  MIMUS 

b)  Costs  of  goods  sold, 

c)  Depreciation,  and 

d)  Overhead  expenses. 

B)  Net  E2umings= 

a)  Net  Taxable  Income  MINUS 

b)  Federal  Income  Taxes. 

Any  company  net  earnings  may:  l)  be  used  to  pay  stock  dividend 
payments  or  2)  be  retained  in  the  company  in  the  form  of  retained 
earnings.  Retained  earnings  is  a  summation  of  past  income 
statement  ending  balances. 

This  information  is  required  in  your  annual  report  filed  with  the 
WUTC  or  in  your  federal  tax  return.  The  simplest  format  would  be 
to  show  all  3  years  of  income  statements  by  accounts  on  one  sheet 
which  allows  side  by  side  comparison  of  financial  information  for 
eacn  account. 


21.       Balance  Sheet  for  Last  3  Years  of  Operation 

A  balance  sheet  shows  the  financial  condition  of  a  company  at  the 
end  of  a  fiscal  period  (usually  one  calendar  year) .  The  balance 
sheet  contains  the  identification  of  system  assets,  the  value  of 
these  assets  and  the  method  used  to  finance  these  assets. 
Generally  assets  accounts  are  listed  in  the  following  order: 
utility  plant,  accumulated  depreciation,  special  funds,  cash, 
customer  receivables  and  materials  and  supplies. 

All  assets  identified  in  the  balance  sheet  must  have  the  amount  of: 
1)  owner/company  equity  (e.g.,  stock  issue,  outside  capital,  cash 
from  retained  earnings),  2)  owner/company  liabilities  (e.g.,  long- 
term  debt,  short  term  debt,  payables,  and  taxes)  and  3)  customer 
contributions . 
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In  addition  to  the  discussion  on  past  investment  and  contributed 
plemt,  all  company  assecs  projected  in  the  capital  improvement 
program  in  the  futiire  plamning  period  must  contain  the  expected 
level  of  equity,  debt  and  contributed  plant.  Note,  contributions 
can  be  in  "the  fora'of  plant  or-cash  received  from  customers. 

Hju     Future  Financial  Planning  information 

21.  Projected  cost  of  operation  and  maintenance  activities 
for  Planning  period 

11  Projected  costs  of  capital  improvements  identified  in  WSP 
Capital  Imnrovemenr  Program  Section 

Si.  Proposed  financing  Tnechanisms  ri.e..  borrowed  money. 
owner  or  other  parry  Invesred  capital)  for  each  capital 
and  non-capital  improvemenr 

6)  Anticipated  revenue  from  existing  and  proposed  rates  and 
related  charges  with  impact:  analysis  of  anv  proposed  rate 
increases 
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Criteria  Used  to  Determine  Financial  Viability  of  an  Investor 
Owned  Utility  and  the  Feasibility  of  an  Investor  Owned  Utility's 
Financial  Program 

This  docvment  is  intended  to  provide  a  summary  of  key  elements  that 
the  Washington  Utilities  and  Transportation  Commission  (WDTC)  use 
to  determine  1)  the  financial  viability  of  an  Investor  Owned 
Utility  (lOU)  and  2)  the  feasihility  of  the  financial  program 
contained  in  an  lOU  Water  System  Plan  (WSP) . 

The  Department  of  Health  (DOH)  and  the  WUTC  have  agreed  that  upon 
receipt  of  a  WSP  from  an  lOU,  DOH  will  forweurd  a  copy  of  WSP  to 
WUTC  for  a  review  of  the  financial  section.  WUTC  review  of  the 
financial  section  of  the  plan  assumes  that  Operations  Program^  and 
the  Capital  Improvement  Program*  is  satisfactory.  If  either  of 
these  programs  requires  amendments,  the  financial  review  by  the 
WUTC  will  be  repeated  once  the  WSP  deficiencies  have  been 
addressed. 


lOU  Financial  Viability 

The  DOH  defines  Financial  Viability  as  the  ability  of  an  lOU  to 
obtain  sufficient  funds,  on  a  continuing  basis,  to  cover  the  total 
cost  of  developing,  constructing,  operating,  and  maintaining  a 
company  in  compliance  with  Federal,  State,  and  Local  drinking  water 
requirements . 

Financial  Plan  Feasibility 

The  financial  Program  of  an  lOU  WSP  will  be  determined  to  be 
"feasible"  if  that  program  reflects  a  company's  ability  to  provide 
sufficient  quantity  and  quality  of  water  service  for  the  planning 
period. 

The  DOH  and  the  WUTC  staff  have  generated  a  four  section  test  to 
make  these  determinations.  The  same  test  will  be  used  to  determine 
the  company's  existing  financial  viability  and  the  company's 
financial  program  feasibility.   This  four  sections  test  follows: 


'Operations  Program  documents  system  activities  that  result  in 
proper  and  efficient  operation  of  a  water  system.  Many  of  the 
functions  are  required  by  DOH. 

•Capital  Improvement  Program  contains  improvements  that  the 
system  intends  on  completing  for  a  given  planning  period.  These 
improvements  can  be  voluntary  or  mandated  by  DOH  drinking  water 
regulations  (WAC  246-290) . 


72 


Four  Section  Teat 


1.  Positive  Annual  Incone 

2.  Positive  Retained  Earnings 

3 .  No  Outstanding  Agency  Orders 

4.  Capital/Asset  Ratio 


1.  Positive  Annual  Income 

Financial  Viability  Determination  The  company's  income 
sheets  must  have  resulted  in  positive  annual  income  for 
2  out.  of  the  last  3  years  of  operation  .  A  company  may 
still  be  determined  f  insmcially  viable  if  there  has  been 
an  isolated  negative  annual  income  occurrence  if,  1)  the 
company  has  a  sound  financial  history,  and  2)  the  cause 
of  the  deficit  is  explained  and  corrected. 

Feasibility  Determination  The  company's  projected  budget 
must  demonstrate  positive  annual  income  for  the  future 
planning  period.  A  company  may  be  allowed  an  isolated 
exception  to  the  positive  annual  income  requirement  if 
the  cause  of  the  exception  is  justifiable  and 
correctable. 


2.  Positive  Retained  Earnings 

Financial  Viability  Determination  Retained  earnings  is 

a  summation  of  past  performances  (annual  income/ loss)  of 
a  company.  The  company  must  have  positive  retained 
earnings  for  2  out  or  the  three  years  of  balance  sheet 
information  submitted  to  be  determined  financially 
viable. 

Feasibility  Determination  If  the  company  demonstrates 
positive  annual  income  for  the  planning  period,  the 
retained  earnings  should  also  reflect  positive  results. 


3 .  No  outstanding  Agency  orders 

Financial  viability  Determination  The  company  must  not 
have  any  outstanding  agency  departmental  orders  (DO)  or 
unresolved  notice  of  violations  (NOV)  for  the  last  three 
years  of  operation. 

Feasibility  Determination  A  company  is  considered  to  by 
feasible  in  the  future  unless  there  is  an  outstanding  DO 
or  NOV.  The  company  will  lose  its  "feasibility"  status 
if  a  DO  or  NOV  is  issued. 
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4.  Capital/Aaaat  Ratio 

Financial  Viability  Datazmination  A  company  is 
considered  to  be  financially  viable  if,  in  th*  company's 
laist  balemce  sheet,  its  capital  asset  ratio  is  equal  to 
or-greater  thaji   30%. 

Capital  Asset  Ratio-  (TA-(CP+AD) ) /TA  -  Must  be  -  to  or  >  than  30%. 

Rate  Base-  (TA-(CP+AD) 

Where,     TA»  Total  Asset 

CP-  Contributed  Plant 

AO-  Accumulated  Depreciation 

Capital  Assets  Ratio  =  Rate  Base  Divided  by  Total  Assets 

Feasibility  Oatarmination  A  company  is  considered  to  be 
feasible  in  the  future  if,  1)  they  continue  to  maintain 
the  3  0%  capital  asset  ratio,  or  2)  they  are  maJcing 
progress  towards  achieving  the  minimum  30%  capital  asset 
ratio. 

If  you  have  any  fiirther  questions  concerning  this  material  please 
contact  Jim  Ward  of  the  Washington  Utilities  and  Transportation 
Commission  at  (206)  753-2229  or  one  of  the  Department  of  Health 
planners  listed  below. 

Rich  Siffert,  Planning  Program  Manager  (206)  753-4299,  Headquarters 
Richard  Rodriguez,  Planner  (206)  587-5619,  Northwest  Region 
Micheie  Vazquez,  Planner  (509)  4  56-2774,  Eastern  Region 
Peter  Beaton,  Planner  (206)  664-9698,  Southwest  Region 
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Review  Procedure  for  Investor  Owned  Utility's  Water  System 

Elans 

The  following  procedure  is  intended  to  provide  a  sunmary  of  key 
actions  that  should  be  completed  by  Department  of  Health  (DOH)  and 
Washington  Utilities  and  Transportation  Commission  (WUTC)  staff 
concerning  the  review  of  investor  owned  utilities  Water  System 
Plans  (WSP) . 

GOM.S! 

I.    Establish  procedure  between  Department  of  Health  (DOH)  and 
Washington  Utilities  and  Transportation  Commission  (WUTC) 
staff  on: 

1.  transmittal  of  lOU  Draft  Water  System  Plan  (WSP)  to 
WUTC  for  review; 

2.  transmittal  of  WUTC  staff  determination  of  1)  the 
Financial  Viability  of  an  lOU  company  and  2)  the 
Feasibility  of  the  financial  chapter  of  an  lOU's 
WSP  to  DOH; 

3 .  coordination  of  WUTC  and  DOH  comments  to  be 
compiled  in  a  DOH  WSP  review  letter; 

4.  establish  DOH  and  WUTC  regulatory  duties  based  on 
WUTC  determination  of  the  Financial  Viability  of 
the  lOU  and  the  Feasibility  of  the  financial 
chaprer  of  the  lOU's  WSP. 

5.  approval  of  WSP 

PROCSDTTRE  TO  COORDINATE  JOINT  DOH  AND  WUTC  REVIEW  OF  lOU  WSP3 

1.  Upon  receipt  of  three  (3)  lOU  draft  WSPs,  DOH  planner 
will  forward  copy  of  plan  to  WUTC  staff  for  review. 
Transfer  letter  will  also  request  WUTC  staff  to  state  any 
problems  regarding  system  reliability  and  performance, 
customer  service  or  other  issues  that  should  be  addressed 
in  WSP. 

2.  DOH  and  WUTC  staff  review  lOU  WSP  independently.   WUTC  sends 
DOH  planner  comment  letter  within  3  0  days. 

3.  WUTC  makes  the  following  declarations  in  their  review  letter: 

A.  Company  is  either  financially  viable  or  not 

financially  viable  at  present  time  based  upon  four 
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s«ction  test^  applied  to  system's  last  three  years  of 
operation. 

B»  Company's  HSP  financial  Chapter  is  either  feasible  or 
not  feasible  for  planning  horizon  based  on  a  four 
section  test. 

4.  DOH  planner  compiles  DOH  and  WDTC  comments  and  writes  WSP 
review  letter.   Letter  is  sent  to  company  with  copies  of 
letter  sent  to  company  consultant  and   WDTC. 

5.  Upon  receipt  of  three  (3)  revised  lOU  WSPs,  DOH  planner 
will  forward  copy  of  revised  WSP  to  WUTC  staff  for 
review. 

6.  Step  two,  three  and  four  (2,  3  &  4)  may  be  repeated  if 
necessary . 

7.  All  companies  that  have  submitted  their  last  revised  WSP 
will  be  in  one  of  the  following  four  classifications. 
(See  Following  Table  for  Determination  Implications) 

8.  Companies  that  submit  revised  WSPs  that  1)  are  determined 
feasible  and  2)  satisfy  all  other  WSP  content 
requirements  will  receive  an  approval  letter  from  DOH 
staff.  If  company  is  in  the  Non-Viable/ Feasible 
classifications,  additional  requirements  will  be  imposed. 

9.  Companies  that  submit  revised  WSPs  that  1)  are  determined 
non-feasible  and/ or  2)  do  not  satisfy  all  other  WSP 
content  requirements  will  be  notified  via  a  Departmenr 
Action.  A  Deparraencal  Action  may  include  one  of  the 
following  actions:  Notice  of  Violation,  Bilateral 
Compliance  Agreement,  Agreed  Order  or  a  Departmental 
Order . 

10.  If  the  Department  Action  results  in  a  Departmental  or  an 
Agreed  Order  and  if  that  Order  is  not  complied  with,  DOH 
may  1)  place  the  system  on  the  inadequate  list,  2)  place 
the  company  in  operating  permit  red  category,  3)  issue 
fines,  and  4)  petition  the  court  to  place  company's 
system(s)  in  receivership. 


'For  further  infomation,   see  WUTC  criteria  on  financial 
viability  and  WSP  financial  chapter  feasibility. 
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Financial  Viability  and  Feasibility  Determination  Implications 

System 
Classification 

What  is  the  DOH 
Response  to 
Expansion  Proposal? 

What  is 
DOH 

Enforcement 
Action 

Does  it 

Require 

WDTC 

Financial 

Review* 

Viable/ 
Feasible 

Eligible  For 
Consideration  If 
Consistent  With 
Current  Approved 
Plan 

None 

NO 

Non-Viable/ 
Feasible 

Eligible  For 
Consideration  If 
Consistent  With 
Current  Approved 
Plan 

None 

YES 

Viable/ 
Non-Feasible 

Not 

Eligible 

Departmental 

Action^ 

YES 

Non-Viable/ 
Non-Fsasible 

hot 

Eligible 

Departmental 

Action' 

YES 

'WUTC  Financial  Review  consists  of  a  review  of  the  financial 
operation  of  a  company.  This  raview  examines  the  company's  annual 
income  (historical  and  pronected) ,  retained  earnings  and  its 
balance  of  contributed  plant  and  investment.  These  reviews  can  be 
triggered  by  an  annual  review  date,  receipt  of  guality  and  quantity 
complaints  by  customers,  or  receipt  of  a  security  application  which 
relates  to  improvements  contained  in  a  company's  Capital 
Improvement  Program. 

'a  DOH  Departmental  Action  may  consist  of  a  Notice  of 
Violation,  A  Bilateral  Compliance  Agreement,  an  Agreed  Order,  or  a 
Deoartriental  Order. 


^Same  as  Footnote  3 . 


Executive  Summary 
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Most  Washingtomaiis  take  die  availability  of  safe 
drinkiiig  water  supplies  for  granted.  But 
Washingtoo's  water  systems  aic  feeing  major 
changes.  Because  of  the  new  federal  Safe 
Drinking  Water  Act  (SDWA)  requirements  and 
other  state  and  federal  mandates,  significant  new 
capital  and  operational  costs  will  be  incurred  by 
the  state's  water  systems  by  the  year  2000. 
These  new  costs  come  oo  top  of  a  major  backlog 
of  rehabilitation  and  replacanent  of  existing 
fecilities  that  is  necessary  to  preserve  and 
maintain  the  state's  systems  in  proper  condition. 
Many  systems  are  also  facing  the  costs  of 
expanding  their  systems  to  accommodate  new 
customers  as  Washington's  populatioo  increases. 
These  combined  financial  impacts  will  be  felt  by 
customers  on  systems  from  the  largest  to  the 
smallest  They  will  be  particularly  burdensome 
on  small  systems.    These  small  systems  have 
fewer  customers  over  which  to  spread  die  costs 
will  mean  the  potential  doubling  or  quadrupling 
of  current  bills. 

These  costs  come  at  a  time  of  state  and  federal 
budget  deficits,  vAya  the  prospect  of  new 
financial  assistance  to  water  systems  is,  at  best, 
uncertain.  They  also  come  just  as  Washington's 
major  grant  fiinding  program  for  water  systems 
(the  Referendum  27/38  program)  has  virtually 
exhausted  its  fiinds. 

At  the  same  time,  water  resource  and  water 
supply  planning  have  entered  a  new  and  difficult 
period.  The  State's  water  resources  are  strained 
by  competing  demands  for  their  use. 
Additionally,  the  Growth  Management  Act 
(GMA)  is  requiring  even  more  systematic  and 
comprehensive  planning  for  the  provision  of 
drinking  water  to  the  State's  residents. 

Given  these  circumstances,  the  Department  of 
Health  (DOH)  has  unriffrTakm  a  comprehensive 
assessment  of  the  state's  water  system  needs. 
This  report  reflects  the  results  of  that  assessment. 


introduction/Background 

•  Of  Washington's  five  million  residents, 
almost  80  percent  (4.2  million)  receive  their 
drinking  water  from  some  type  of  public 
water  system.  The  rest  are  suppUed  by 
individual  wells. 

•  Washington  has  over  13,000  pubhc  water 
systems.  Approximately  4,700  of  these  are 
subject  to  federal  water  quality  regulations 
iin<w  the  SDWA.  These  are  known  as 
"Group  A"  systems  in  Washington.  The 
4,700  Group  A  water  systems  are  either 
"community  systems"  (serving  residential 
populations)  or  "non-community  systems" 
(such  as  those  at  schools,  churches, 
campgrounds,  and  business). 

•  Of  die  4,700  Group  A  systems,  just  under 
2,400  are  community  systems.  Of  these, 
approximately  2,200  have  fewer  than  1,000 
connections.  The  Environmental  Protection 
Agency  (EPA)  and  this  report  defines  these 
systems  as  "small." 

•  "Large"  water  systems  are  defined  as  those 
with  more  than  1,000  connections.  There  are 
170  of  the  large  community  water  systems  in 
the  state,  vdiich  provide  water  service  to  over 
71  percent  of  the  state's  residents. 

•  Over  75  percent  of  the  small  community 
systems  in  Washington  (under  1,000 
connections)  are  privately-owned. 

Financial  Needs 

•  All  Group  A  systems  were  surveyed  by 
DOH;  more  than  1,600  water  systems 
responded,  representing  over  86  percent  of 
the  state's  water  system  customers. 

•  The  combined  totals  for  capital  needs  for  all 
federally  regulated  systems  during  1993- 


78 


1999  are  S2.22  billion:  (a)  S686  million  for 
SDWA  compliance,  (b)  $83 1  million  for 
rehabilitation/rqilacanait,  and  (c)  S707 
million  for  growth. 

•  The  SDWA  costs  are  only  for  known 
requirements.  The  EPA  is  required  to" 
continue  pnnmlgating  rules  on  25  new 
contaminants  every  three  years,  which  will 
cause  these  costs  to  continue  to  escalate. 

•  The  large  systems  will  have  about  80  percent 
of  all  tibe  statewide  capital  costs. 

•  The  small  systems  will  have  a  total  capital 
need  for  1993-1999  of  just  over  $400 
million,  equally  split  between  rehabilitation/ 
replacement  costs  and  new  SDWA 
requirements.  No  costs  for  growth  of  small 
systems  were  included  in  tibe  study. 

•  In  addition  to  these  capital  needs,  other  costs 
identified  in  the  study  are  $106  million  for 
increased  operation  and  maintenance  costs 
from  new  treatment  facilities,  $99  miUioa  in 
increased  mcoitoiing  costs  required  by  die 
SDWA,  and  $115  millioD  in  planning  costs. 

Financial  Resources  and 
Impacts 

•  Water  system  customers  in  Washington 
cuirendy  pay  an  average  mondily  bill  of 
approximately  $12-17,  depending  cm  system 
size. 

•  The  smallest  Group  A  systems  (down  to  ten 
connections)  will  be  hardest  hit  by  new 
federal  requirements.  Customers  on  these 
systems  may  see  their  monthly  water 
e:q>enses  increase  to  over  $50,  simply 
because  of  increased  monitoring  and  odier 
operaticmal  costs.  Customers  on  systems 
with  fewer  than  100  connections  may  see 
their  costs  rise  to  over  S30  per  mcmth.  These 
costs  will  increase  significantly  for  systems 
required  to  add  new  treatment  for  their 
supplies. 


•  Nearly  half  of  the  state's  systems  with 
groundwater  (well)  sources  of  supply  will  be 
required  to  add  at  least  disinfection 
treatment  Customers  on  these  systems  with 
under  100  connections  can  oqject  their 
monthly  bills  to  rise  to  $50,  and  even  higher 
if  any  other  treatment  is  required  for  the 
water  to  address  other  contaminants  detected. 

•  Existing  state  and  federal  loan  and  grant 
fmanraal  assistance  programs  have  provided 
a  total  of  approximately  $120  million  to 
water  systems  during  1989-1992.  They  are 
eaqKcted  to  reach  an  annual  level  of  $44 
mSlioo  by  1999,  which  will  not  be  adequate 
to  rn'**  ti>e  identified  capital  need. 

•  The  DOH  estimates,  based  on  water  system 
projectiaiis  of  available  finding,  $917 
million  of  the  total  $2.22  billion  projected 
capital  need  currently  has  no  identified 
federal,  state,  or  local  source  of  fimding. 

•  Water  system  immria\  needs  are  only  a  part 
of  die  large  cumulative  household  financial 
impart  from  federal/state  envuxmmental 
manAatt^  r^aiding  land,  air,  and  water 
quality. 

State  Financing 
Alternatives 

•  A  variety  of  indq>endent  system  financing 
options  are  available,  theoretically. 
However,  thdr  possible  use  is  limited, 
particularly  for  small  systends  and  privately- 
owned  ones. 

•  The  0£5ce  of  Financial  Management  has 
convened  a  Washington  Public  Worics  PoUcy 
Group.  This  group  is  reviewing  water 
system  needs  and  financing  attematives 
within  a  larger  statewide  context  of 
infiastructure  needs,  vAdch  will  result  in  a 
rqwrt  to  the  Governor  by  Januaiy  1993. 

•  Water  system  financial  alternatives  could 
include  policy  consideraticms  particularly 
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related  to  water  systems,  including  :  (1) 
funding  driven  by  health  priorities,  (2) 
possible  grants  for  hardship  and 
restructuring  situations,  (3)  increased 
coordinatioo  widi  other  state  fimding 
programs,  (4)  a  State  program  to  finance 
ooe-tiine  assessment  aod  mooitoring  costs  for 
expensive  tests  for  small  water  systems,  and 
(5)  financial  assistance  of  some  sort  to 
privately-owned  systems. 

Ownership/Management 
Alternatives 

•  For  many  small  systems,  the  economics  of 
prqieriy  operating  a  system  in  the  fiiture  will 
require  that  they  restructure  their  operations 
through  changes  in  management  or 
ownership. 

•  Approximately  70  percent  of  the  systems 
surveyed,  both  large  and  small,  responded 
&vorably  to  the  Needs  Assessment  by 
indicating  a  willingness  to  restructure  in 
someway. 

•  For  most  small  systems,  it  is  mote 
economical  for  them  to  physically  intertie 
with  a  nearby  system  than  to  build  new 
treatment  facilities  if  they  are  less  than  one- 
half  mile  away;  at  least  20  percent  of  die 
responding  small  systems  indicated  that  they 
&U  in  this  category. 

•  An  active  program  of  restructuring  will  avoid 
the  necessity  of  placing  large  numbers  of 
failing  systems  into  receivership,  which 
would  place  the  butxlen  of  their  operation  on 
county  governments. 

•  The  biggest  obstacle  to  restructuring  is  &e 
lack  of  fimding  for  planning  and  for 
constructing  physical  interconnectioQS 
between  systems. 


State  Administration 
Issues 

•  New  SDWA  requirements  are  increasing  the 
administrative  burdens  on  the  DOH  Drinking 
Water  program,  making  it  more  difficult  to 
retampiunacy. 

•  Although  new  revenues  from  operating 
permits  and  fees  will  be  coming  to  DOH, 
there  is  a  need  to  find  fimding  for  local  health 
departments  in  order  to  assure  the 
continuation  of  dieir  partnership  in  water 
system  regulatioD. 

•  A  key  component  of  water  system  regulation 
for  both  existing  and  new  systems  will  be  the 
assurance  of  financial  viability.  DOH  will 
sooQ  implement  financial  viability  criteria  fi>r 
new  and  expanding  systems. 

•  The  role  of  the  UTC  in  the  regulation  of 
privately-owned  systems  needs  to  be  more 
fiiOy  coordinated  with  general  statewide 
water  system  r^ulation  by  DOH. 

•  Approximately  ISO  of  the  Group  A  systems 
in  Washingtcm  are  State  or  federally  owned 
fiuilities,  such  as  parks,  military  bases,  and 
correctional  &cilities.  The  agencies 
responsible  for  them  will  need  to  identify  the 
cost  impacts  fi'om  SDWA  requirements,  and 
develop  finanring  plans  for  them. 

•  The  DOH  has  identified  its  priorities  for 
water  systems  in  its  Drinking  Water  Program 
plan,  along  with  implementation  strategies 
for  finanrial  assistance  that  focus  on 
restructuring  small  systems  and  targeting 
hi^iest  priority  needs. 

Special  Policy  Issues 

•  Water  resources,  particularly  long-range 
water  allocation  decisions,  remain  a  major 
focus  and  concern  of  the  state's  water 
systems,  and  should  receive  continued  State 
financial  support. 
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•  More  extensive  use  ofredaimed  water  will 
occur  under  guidelines  for  its  use  as 
irrigation  or  heating/cooling  water  that  are 
being  developed  by  DOH  with  other 
mteresled  parties. 

•  Conservatioo  is  now  required  as  part  of  die 
water  system  planning  program,  and  is 
imderway  at  more  than  half  of  the  state's 
large  systems,  and  should  receive  continued 
State  financial  support 

•  Ahenative  technologies  for  cettain  types  of 
treatment  ofBa^  the  potential  lor  some 
financial  relief  particularly  for  systems  in 
sur&ce  water  tiiat  will  have  to  filter  their 
supplies.  However,  this  option  is  ccmditional 
upon  ^  State  maintaining  its  authority  to 
flexibly  apply  SDWA  requirements. 

•  The  GrowA  Management  Act  will  have  a 
significant  in^>act  oo  wzter  s>-steDi 
development,  particularly  under  its 
requirement  of  a  demonstration  of  adequate 
supply  before  building  permits  may  be 
issued. 

Conclusion 

New  challenges  face  water  systems  and  the  water 
system  r^;ulators  in  Washington  at  State  and 
local  levels.  With  the  nuyor  impacts  of  the 
SDWA  coming  rapidly,  solutions  to  a  host  of 
needs  and  problems  must  be  identified,  and 
fimding  for  them  assured. 
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Mr.  Synar.  Mr.  Ellis,  good  morning. 

STATEMENT  OF  WENDELL  ELLIS,  OWNER  AND  OPERATOR, 
QUAIL  CREEK  WATER  SYSTEM,  SPICEWOOD,  TX 

Mr.  Elus.  My  name  is  Wendell  Ellis,  and  I  am  the  owner  and 
operator  of  a  very  small  water  system  called  the  Quail  Creek  Water 
System  near  the  central  Texas  community  of  Spicewood,  TX.  Since 
the  system  had  the  potential  for  more  than  15  connections,  it  was 
classified  as  a  community  water  system,  under  the  regulations  of 
the  Texas  Department  of  Health  and  the  Texas  Natural  Resources 
Conservation  Commission. 

Through  chemical  analysis  performed  by  the  Health  Department 
lab,  tests  revealed  a  total  of  8.9  picocuries  per  liter  of  radium  226 
and  228.  The  contaminant  level  for  radium  being  5  picocuries  per 
liter,  all  systems  exceeding  that  level  were  asked  to  comply  with 
the  5  PCi  levels  or  less. 

With  the  State  having  no  history,  they  knew  chemically  how  to 
do  it,  but  they  had  no  history  of  the  removal  of  the  radium  from 
the  water.  A  pilot  program  was  proposed  to  the  Small  Water  Sys- 
tem Initiative  conference  representative,  a  big  word.  Our  system 
was  selected  by  EPA  as  a  demonstration  site  to  prove  the  success- 
ful removal  of  radium  from  drinking  water.  EPA  requested  bids 
from  unknown  numbers  of  water  conditioning  firms  with  Kinetico 
Inc.  of  Newbury,  OH,  as  the  successful  bidder.  Kinetico's  Round 
Rock,  TX,  dealer  came  to  my  site  and  installed  the  necessary  ion 
exchange  system.  Their  personnel  provided  monthly  monitoring  re- 
ports to  the  TNRCC  as  well  as  the  salt  to  operate  the  system.  I  re- 
ceived basic  technical  assistance  for  the  daily  monitoring  of  the  op- 
eration of  the  equipment. 

AJl  equipment  operated  successfully  in  removing  the  radium  from 
the  water,  with  little  maintenance  on  a  daily  basis. 

Now,  the  cost  of  operating  the  equipment  is  another  matter.  Fig- 
ures for  the  entire  time  of  the  demonstration  were  compiled  and  a 
comparison  of  previous-year  figures  for  electric  bills  showed  a  sub- 
stantial increase.  All  figures  from  Kinetico  showing  amounts  of  salt 
used  were  given  to  EPA. 

The  final  report  from  EPA  showed  during  the  demonstration  that 
Quail  Creek  Water  System's  annual  water  sales  to  customers 
amounted  to  $4,150.  The  cost  to  operate  the  system  for  that  same 
time  was  a  total  of  $4,687.  It  is  readily  seen  that  it  cost  $537  more 
to  operate  the  system  than  was  received  in  revenue  for  the  entire 
period  of  reporting. 

We  looked  at  all  options,  such  as  nearby  water  systems  and  other 
sources  to  obtain  water.  Alternative  treatment  technologies  seemed 
to  be  the  most  economically  feasible  way  to  go  and  better  than  the 
cost  involved  to  operate  full-scale  treatment  facilities. 

I  would  recommend  to  EPA  that  they  proceed  immediately  with 
some  form  of  funding  or  grant  money  through  State  water  commis- 
sions to  assist  the  many  small  community  water  systems  who  are 
trying  to  stay — and  I  say  "trying  to  stay" — in  compliance  with  EPA 
Safe  Drinking  Water  Act. 

Mr.  Synar.  Thank  you,  Mr.  Ellis,  and  thank  you  for  coming  to 
Washington. 
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How  many  service  connections  and  customers  do  you  have  on 
your  system,  Mr.  Ellis? 

Mr.  Ellis.  Eighteen  at  this  time. 

Mr.  Synar.  How  many  people  is  that? 

Mr.  Ellis.  Sixty-one. 

Mr.  Synar.  You  were  selected  for  EPA's  alternative  technology 
demonstration  project  because  of  the  high  levels  of  radium  in  the 
drinking  water,  correct? 

Mr.  Ellis.  If  it  was  high  levels,  it  is  8.9  against  a  contaminant 
level  of  5. 

Mr.  Synar.  So  that  is  why  you  were  picked? 

Mr.  Ellis.  Yes,  sir. 

Mr.  Synar.  Has  that  alternative  technology  been  able  to  get  the 
radium  levels  below  the  EPA  standards? 

Mr.  Ellis.  Yes,  it  has. 

Mr.  Synar.  Who  paid  for  that  alternative  technology  and  how 
much  did  it  cost? 

Mr.  Ellis.  I  am  not  sure  who  paid  who,  but  Kinetico,  Inc.  do- 
nated the  equipment  and  all  of  the  technical  knowledge  to  operate, 
as  well  as  the  salt  to  operate  it  for  the  entire  length  of  time.  And 
they  estimated  that  the  cost  of  the  equipment  that  they  donated  to 
me,  after  the  demonstration  was  over,  to  be  $6,200. 

Mr.  Synar.  Mr.  Ellis,  you  told  us  when  we  were  interviewing  you 
for  this  panel  today  that  you  are  having  a  hard  time  affording  the 
salt;  is  that  correct? 

Mr.  Ellis.  That  is  correct. 

Mr.  Synar.  You  can't  afford  it? 

Mr.  Ellis.  I  can't  afford  it. 

Mr.  Synar.  I  hear  you. 

Mr.  Ellis.  I  have  an  invoice  in  my  briefcase  of  the  last  purchase 
I  made — in  other  words,  for  one  last  palette  of  salt — and  it  was 
$265  and  some  few  cents,  and  that  will  last  25  davs. 

Mr.  Synar.  What  are  you  going  to  do  after  thatr 

Mr.  Ellis.  I  may  go  in  violation. 

Mr.  Synar.  I  hear  you.  Would  you  agree  that  the  EPA  and  the 
States  should  allow  small  systems  like  yourself  to  use  alternative 
technologies  instead  of  building  full-scale  systems? 

Mr.  Ellis.  Mr.  Chairman,  the  alternative  technolo^  system  is 
very  much  more  economical  than  the  full-scale  tour-method 
flocculation  sedimentation  filter  basin,  all  that  tvpe  of  thing. 

Mr.  Synar.  You  couldn't  have  done  a  full-scale  radium  program? 

Mr.  Ellis.  No  way.  Now  the  alternative  progpram  is  working;  it 
is  working  fine. 

Mr.  Synar.  Is  rimning  this  drinking  water  system  your  full-time 
job? 

Mr.  Ellis.  No,  sir,  I  have  other  duties  within  my  own  subdivi- 
sion, but  I  am  the  only  operator  at  the  system.  But  it  is  not  a  full- 
time  job. 

Mr.  Synar.  Did  you  receive  any  kind  of  training  or  get  operator 
certification  in  order  to  run  your  system? 

Mr.  Ellis.  Yes,  sir,  I  have  a  certified  grade  D  operator's  license 
from  the  Health  Department  in  Texas. 

Mr.  Synar.  Do  you  think  it  is  a  good  idea  to  have  small  systems 
have  certified  operators? 
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Mr.  Ellis.  Yes,  I  do,  very  much  so. 

Mr.  Synar.  Mr.  Clark,  your  testimony  noted  that  one  of  the  fore- 
most problems  facing  small  systems  in  your  State  of  Washington 
was  the  lack  of  knowledge  on  the  part  of  system's  owners  and  oper- 
ators; and  yet,  Washington  State  exempts  the  owners  and  opera- 
tors serving  under  100  people  from  certification  and  training  re- 
quirements. 

Is  it  practical  to  expect  that  the  small  system  operators  get 
trained  and  certified?  Aren't  these  the  ones  that  need  it  the  most, 
since  they  are  the  ones  that  are  mostly  in  violation? 

Mr.  Clark.  Yes,  sir,  I  would  agpree  with  you  completely  and  we 
have  identified  that  as  one  of  the  areas  that  we  need  to  seek  legis- 
lative authority  to  correct.  But,  yes,  indeed. 

Mr.  Synar.  You  also  mentioned  that  technical  and  financial  as- 
sistance is  sometimes  not  available  to  the  private  or  investor- 
owned  drinking  water  system.  Is  that  a  mistake? 

Mr.  Clark.  Yes,  I  think  it  is.  I  think  there  is  a  significant  need 
on  the  part  of  those  utilities  and  those  folks  to  assist  them  in  re- 
structuring, and  planning  for  capital  improvements. 

Mr.  Synar.  And  one  of  the  things  that  GAO  told  us  is  that  the 
States  lack  reliable  cost  and  performance  data  to  determine  alter- 
native technologies. 

Do  you  also  agree  that  if  EPA  had  some  independent,  third-party 
data  source  that  that  would  help  States? 

Mr.  Clark.  I  think  it  would  help,  but  I  don't  think  it  is  the  most 
significant  factor  and  drawback  in  terms  of  the  use  of  alternative 
technologies. 

I  think  that  a  major  area  of  concern  is  over  what  we  call  the  ap- 
propriateness of  the  technology  which  requires  extensive  pilot  test- 
ing even  afi^er  you  have  demonstrated  that  the  technology  works. 
You  still  have  to  demonstrate  that  it  works  in  that  given  situation, 
at  least  until  you  have  widespread  experience  with  the  technology. 

Mr.  Synar.  We  talked  about  earlier  that  the  Western  States 
tried  to  get  a  protocol  together  with  respect  to  alternative  tech- 
nology, but  your  experience  is  that  only  three  States  are  following 
it,  and  most  of  them  had  to  go  back  to  the  existing  type  of  testing. 

Do  we  need  to  develop  a  national  protocol  for  this? 

Mr.  Clark.  I  think  we  do.  I  think  very  definitely  there  ought  to 
be  some  national  program  on  protocol  approval  for  manufacturers 
and  suppliers  to  follow.  And  I  think  EPA,  as  well  as  the  States  and 
the  industry  are  working  toward  that  end. 

Mr.  Synar.  One  of  the  things  that  I  have  been  most  concerned 
about — and  I  think  all  of  us  who  represent  this  great  country,  as 
well  as  our  own  districts  are  concerned  about — ^is  that  we  don't 
want  to  create  a  dual  system,  one  for  the  cities  and  one  for  the 
rural  areas,  because  our  rural  people  demand  that  their  drinking 
water  be  just  as  safe  as  their  city  cousins'  drinking  water. 

Does  that  bother  you,  that  we  would  create  a  dual  system,  if  we 
had  different  standards  and  different  certifications  and  different 
training? 

Mr.  Clark.  It  doesn't  trouble  me  if  we  are  talking  about  a  treat- 
ment technology  in  terms  of  a  standard;  but  if  you  are  talking 
about  a  numerical  MCL,  the  quality  of  the  water  delivered  to  the 
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people,  it  does  create  a  problem  for  me,  and  it  does  create  a  percep- 
tion of  a  dual  standard  which  is  unacceptable  to  most  States. 

Mr.  Synar.  From  the  pride  that  you  spoke  about  in  your  testi- 
mony, there  is  a  lot  the  EPA  and  the  Federal  Government  could 
learn  from  the  Washington  system,  on  how  you  put  a  viability  pro- 
gram together,  isn't  there? 

Mr.  Clark.  Yes,  sir,  there  is. 

Mr.  Synar.  What  do  you  think  is  the  best  lesson  out  of  all  of 
that? 

Mr.  Clark.  First  of  all,  I  think  that  in  terms  of  the  viability,  fi- 
nancial part  of  it,  that  it  ought  to  be  not  a  mandated  program.  I 
am  just  very  fearful  about  having  another  prescriptive  program 
come  to  the  States  with  inadequate  flexibility  that  can  be  tailored 
to  meet  State  needs  and  requirements.  And  I  think  we  are  opening 
up  a  whole  area  where  the  Federal  Government  simply  should  pro- 
vide the  incentive  and  provide  the  support  for  doing  that,  but  they 
ought  not  to  prescribe  specifically  how  it  is  done. 

Mr.  Synar.  How  many  States  have  taken  the  initiative,  such  as 
Washington  State? 

Mr.  Clark.  I  think  Pennsylvania  and  Connecticut  are  two  other 
States  that  have,  in  fact,  moved  ahead  in  that  given  area. 

Mr.  Synar.  So  3  out  of  50? 

Mr.  Clark.  Yes. 

Mr.  Synar.  How  do  we  get  the  rest  of  them  to  act  if  only  3  out 
of  50  have  taken  it  upon  themselves  voluntarily? 

Mr.  Clark.  I  think,  first  of  all,  there  has  to  be  a  greater  incen- 
tive to  do  so.  And  I  think  there  has  to  be  a  recognition  on  the  part 
of  those  States  that  there  is  an  issue  and  a  prwDlem  in  the  State, 
and  I  think  EPA  can  provide  that  incentive  for  that  State  to  take 
it  on. 

Right  now,  every  State  is  burdened,  and  you  have  heard  that  in 
the  GAO  report  and  others,  in  terms  of  all  the  demands  that  are 
being  placed  on  them  right  now.  And  financial  viability  in  small 
systems  is  not  a  priority  for  the  EPA  to  implement;  and  most  of 
the  States  are  following  those  priorities  very  religiously. 

I  think  we  have  been  fortunate  in  our  State,  because  of  the 
growth-related  concerns,  to  be  able  to  have  addressed  this  issue. 

Mr.  Synar.  GAO's  testimony  noted  that  the  recent  Federal  share 
of  the  State  program  administrative  costs  are  more  like  35  percent, 
not  75  percent.  How  do  you  deal  with  that  funding  dilemma? 

Mr.  Clark.  I,  first  of  all,  agree  that  it  is  a  real  concern  on  our 
part.  I  think  it  is  totally  opposite  of  what  we  anticipate  and  inter- 
pret the  Federal  act  to  mean.  We  anticipated  and  we  interpreted 
the  Federal  act  to  mean  that  this  program  would  be  a  partnership 
effort,  shared  by  the  Federal  Government  and  the  States,  initially 
envisioned  as  a  75  percent  share  from  the  Federal  Government  and 
25  fi-om  the  States. 

We  have  accepted  as  a  policy  among  the  States  that  if  we  get  a 
50-50  share,  that  that  would  be  suitable  and  a  goal  to  shoot  for. 
But  the  cost-sharing  relationship  that  we  have  now,  particularly 
with  the  mandates  imposed  on  the  States,  creates  a  real  dilemma 
and  a  problem  of  acceptability  within  the  States. 

Mr.  Synar.  It  just  basically  passed  the  buck  to  the  States? 

Mr.  Clark.  Yes,  it  is  an  unfunded  mandate  issue. 
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Mr.  Synar.  Mr.  Ellis,  do  you  believe  in  a  user's  fee  as  a  way  to 
do  this? 

Mr.  Ellis,  I  am  not  real  sure  I  understand  the  user's  fee — all  of 
the  technology  involved  in  it.  But  my  contention  is  that  the  small 
operator  has  enough  fees  tacked  on  him  by  the  State  and  by  every 
other,  I  guess,  reporting  firm,  that  they  are  about  strapped — about 
as  high  as  they  can  go  right  now. 

Mr.  Synar.  If  we  allowed  the  small  systems,  such  as  yours,  to 
tailor  monitoring  and  testing  activities  for  the  contaminants  that 
you  knew  were  in  the  area,  that  would  reduce  your  cost  substan- 
tially, wouldn't  it? 

Mr.  Ellis.  The  chemical  analysis  that  I  get  from  the  Department 
of  Health  in  Austin,  TX,  tells  me  all  of  the  levels  of  contaminants 
and  what  my  system  has  in  it.  And  in  my  case,  the  radium  and 
2  milligrams  per  liter  of  fluoride  are  the  only  ones  that  I  am  in  vio- 
lation of. 

Mr.  Synar.  So  of  the  84  contaminants  on  the  list,  you  have  only 
2  that  are  even  risk  factors  in  your  system. 

Mr.  Ellis.  That's  right. 

Mr.  Synar.  So  if  you  only  had  to  test  for  those  two,  your  costs 
would  be  substantially  less  today? 

Mr.  Ellis.  Yes,  it  would. 

Mr.  Synar.  What  if  we  said  you  had  to  test  for  the  85  one  time 
as  a  base  to  find  out  if  any  were  present,  and  based  upon  that  base 
analysis  and  monitoring  from  that  point  forward,  since  you  only 
have  two  that  were  really  of  any  question — ^unless  something 
changed,  like  a  new  industry  moved  in  or  you  had  some  kind  of  ca- 
tastrophe; that  would  be  a  good  way  to  handle  this,  wouldn't  it?  In 
other  words,  have  a  good  base,  but  from  there  on  test  for  the  ones 
that  are  most  likely  to  be  there?  That  would  help,  wouldn't  it? 

Mr.  Ellis.  Yes,  sir,  because  those  conditions  don't  change. 

Mr.  Synar.  Unless  a  new  industry  moves  in  or  some  other 
change  takes  place. 

Mr.  Ellis.  Or  unless  I  drill  another  well  and  get  into  another 
contaminant. 

Mr.  Synar.  You  wouldn't  mind  retesting  for  all  85  again  if  you 
did  that,  right? 

Mr.  Ellis.  Not  a  bit. 

Mr.  Synar.  It  is  the  constant  monitoring  and  testing  for  things 
that  don't  exist  that  are  the  expensive  costs? 

Mr.  Ellis.  Yes,  sir,  and  I  have  got  reports  here  now  of  those  that 
you  talk  about,  and  it  is  a  2-page  report  with  little  levels  of  con- 
taminant acceptable  levels. 

Mr.  Synar.  Mr.  Ellis,  do  you  draw  the  water  every  time  yourself 
personally  or  do  you  assign  that  test  to  somebody? 

Mr.  Ellis.  I  do  it  myself;  I  don't  have  anybody  to  assign  it  to. 
When  you  are  that  small,  I  do  it  all.  I  take  the  water  samples  to 
the  Health  Department.  'This  is  a  small  system.  I  am  talking  about 
my  wife 

Mr.  Synar.  Who  does  the  billing? 

Mr.  Ellis.  My  wife  does  the  billing;  I  do  the  meter  reading. 

Mr.  Synar.  Do  you  get  reimbursed  for  any  of  this? 
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Mr.  Ellis.  No,  sir,  except  what  the  customers  pay.  That  is  that 
$4,150  that  I  talked  about  a  while  ago  that  I  am  giving  away  to 
operate  the  system. 

Mr.  Synar.  You  are  indeed  a  point  of  Hght. 

Mr.  Mica. 

Mr.  Mica.  Mr.  ElHs,  would  you  say  that  even  if  the  Federal  Gov- 
ernment gave  you  a  champagne  system,  you  are  operating  on  a 
beer  budget,  and  it  would  be  hard  to  keep  it  up?  Is  that  correct? 

Mr.  Elus.  It  is  under  the  present  removal  system  that  I  am 
working  under — ^the  alternative  system,  as  it  stays  right  now. 

Mr.  Mica.  Basicallv  what  you  said,  if  I  heard  you  correctly,  that 
when  your  next  supply  of  salt  runs  out,  you  are  going  to — ^basically, 
you  may  even  abandon  the  svstem. 

Mr.  Ellis.  No,  sir,  I  wont  abandon  the  system;  I  will  abandon 
the  compliance. 

Mr.  Mica.  Compliance. 

Mr.  Ellis.  Yes,  sir,  and  it  will  go  in  violation  until  I  buy  more 
salt  and  get  back  into  complieuice. 

Mr.  Mica.  But  you  can't  afford  the  salt,  right,  to  keep  servicing 
those  18  people? 

Mr.  Ellis.  It  is  hard  to  afford  it,  yes,  sir. 

Mr.  Mica.  Mr.  Clark,  the  problem  we  have  with  all  of  this  is  that 
the  more  we  regulate  from  Washington,  even  when  you  supply  a 
system  and  folks  at  the  local  level  where  the  small  systems  don't 
have  the  wherewithal  for  compliance  or  even  operation,  the  whole 
thing  breaks  down. 

Is  that  what  we  are  experiencing  now? 

Mr.  Clark.  Yes,  it  is  indeed.  We  find  that  most  small  systems, 
thev  are  in  noncompliance  not  because  they  don't  believe  in  the  law 
and  the  requirements. 

Mr.  Mica.  So  they  need  three  things:  flexibility  from  the  Federal 
level;  funds  from  the  Federal  level,  if  you  want  them  to  either  oper- 
ate or  comply;  and  probably  technical  assistance  wouldn't  hurt  ei- 
ther to  be  thrown  in,  or  at  least  some  technical  certification  pro- 
grams or  something. 

If  you  had  certain  cost-effective  technology  available,  that  would 
be  helpful? 

Mr.  Clark.  Yes.  And  time.  Time,  I  think  is  the  key  element. 

Mr.  Mica.  Is  there  anything  else  that  we  could  do  at  the  Federal 
level?  I  come  from  the  school  of  thought  that  tries  to  keep  the  Fed- 
eral Grovemment  out  of  your  life  as  much  as  possible.  Set  some 
general  parameters,  provide  some  assistance  where  you  set  those 
parameters,  and  then  stay  out  of  folks'  hair  at  the  local  level. 

Mr.  Clark.  Well,  I  think  that  the  one  area — and  it  gets  into  the 
standards  area,  but  it  is  one  that  I  hear  a  lot  within  my  State,  and 
that  is  the  question  of  how  clean  is  clean?  And  I  think  we  have  to 
be  prepared — I,  as  a  health  official,  have  to  be  able  to  explain  to 
people  why  we  are  asking  them  to  spend  money  to  clean  up  the 
water. 

And  if  we  can't  defend  that  with  good,  scientific  data  and  health- 
based  data  to  support  these  requirements  it  is  just  a  no-sell.  It  cre- 
ates a  real,  real  problem  at  the  State  level. 

Mr.  Mica.  I  think  I  will  close  with  that. 

Thank  you,  Mr.  Chairman. 
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Mr.  Synar.  Thank  you,  Mr.  Mica. 

One  other  observation  I  might  make.  We  think  of  these  small 
systems  as  all  being  out  in  rural  America  like  Mr.  Ellis',  but  it  is 
important  to  remember  that  half  of  the  small  systems  in  the  Unit- 
ed States  are  within  standard  metropolitan  statistical  areas 
[SMSAs].  And  so  we  are  not  talking  about  remote  areas  of  our 
country;  we're  talking  about  major  geographical  and  population 
areas  in  our  country. 

Mr.  Ellis,  Mr.  Clark,  this  type  of  testimony  is  very  important  and 
too  often  not  heard,  so  I  appreciate  you  both  being  here.  Mr.  Ellis, 
you  and  your  wife,  good  luck;  and  hopefully  you  will  find  some 
money  for  some  salt.  Thank  you  for  coming. 

Our  next  panel  is  Mr.  Robert  Perciasepe,  the  Assistant  Adminis- 
trator for  Water,  U.S.  Environmental  Protection  Agency.  He  is  ac- 
companied today  by  Mr.  James  Elder,  Director  the  Office  of  Ground 
Water  and  Drinking  Water. 

If  you  would  come  forward,  gentlemen,  do  either  one  of  you  have 
any  objections  to  being  sworn  in? 

Raise  your  right  hand. 

[Witnesses  sworn.] 

Mr.  Synar.  Your  entire  testimony  will  be  made  a  part  of  the 
record.  Mr.  Perciasepe,  we  look  forward  to  a  5-minute  summary. 

STATEMENT  OF  ROBERT  PERCIASEPE,  ASSISTANT  ADMINIS- 
TRATOR FOR  WATER,  U.S.  ENVIRONMENTAL  PROTECTION 
AGENCY,  WASHINGTON,  DC,  ACCOMPANIED  BY  JAMES  R. 
ELDER,  DIRECTOR,  OFFICE  OF  GROUND  WATER  AND  DRINK- 
ING WATER 

Mr.  Perciasepe.  I  will  give  it  a  shot. 

Good  afternoon  and  thank  you  very  much.  My  name  is  Bob 
Perciasepe,  as  you  mentioned.  With  me  today  is  Jim  Elder,  the  Di- 
rector of  the  Office  of  Ground  Water  and  Drinking  Water  at  EPA. 
We  are  going  to  discuss  EPA's  response  to  the  GAO  drinking  water 
report. 

Mr.  Chairman,  I  would  like  to  applaud  your  leadership  in  this 
area  of  small  systems.  I  know  that  you  have  done  a  lot  of  work  in 
Oklahoma  on  looking  at  some  of  these  issues. 

I  want  to  give  a  little  background.  There  are  about  58,000  com- 
munity water  systems,  87  percent  of  which  serve  fewer  than  3,300 
people.  These  systems  serve  approximately  11  percent  of  the  popu- 
lation of  the  United  States.  Many  of  these  systems  have  perform- 
ance problems,  as  we  have  heard  today,  and  I  think  I  can  charac- 
terize them  in  five  areas:  deteriorating  physical  infrastructure,  in- 
ability to  access  capital  for  improvements,  limited  customer  and 
rate  basis,  inadequate  rates  and  poor  financial  management,  and 
limited  management  and  technical  capability.  I  think  we  heard 
some  exarnples  of  these  problems  today. 

On  the  GAO  observations  and  findmgs,  I  think  the  GAO  report 
accurately  presents  the  technical,  financial,  and  managerial  prob- 
lems that  small  systems  face  in  delivering  a  safe  supply  of  drinking 
water  to  their  customers  and  the  problems  that  States  face  in  deaH 
ing  with  these  58,000  small  systems  around  the  country.  I  think  it 
identifies  accurately  some  of  the  efforts  EPA  has  been  taking  to 
work  with  the  States  to  improve  the  capacity  of  small  systems,  and 
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it  also  discusses  some  of  the  administration's  proposals  to  improve 
small  system  compliance  with  requirements  of  the  Safe  Drinking 
Water  Act. 

I  think  a  central  issue  we  need  to  understand  is  the  cost  to  small 
system.  We  provided  a  report  to  Congress  last  fall  that  stated  ap- 
proximately 89  percent  of  the  households  in  the  country  pay  an  av- 
erage of  $1  to  $2  a  month  to  complv  with  the  Safe  Drinking  Water 
Act.  These  costs  can  increase  to  almost  10  times  that  amount  in 
some  small  systems,  and  about  75  percent  of  all  of  that  cost  is  the 
cost  for  filtering  and  disinfection  and  reducing  lead. 

And  as  you  have  heard  todav,  monitoring  can  also  be  a  subst£in- 
tial  cost,  particularly  for  small  systems.  VTe  have  given  the  States 
flexibility  to  reduce  or  waive  monitoring  where  it  is  not  needed. 
One  of  the  struggles  that  we  all  have  is,  how  do  we  get  this  to  hap- 
pen more  so  that  we  can  reduce  the  cost? 

There  are  over  21  States  in  the  process  of  going  through  the 
waiver  program  and  we  are  working  with  anotner  24  States.  In 
fact,  last  week  I  personally  met  with  the  Governor  of  Nebraska  in 
Omaha  and  discussed  waiver  processes  with  the  State  of  Nebraska. 

We  think  that  this  process  can  cut  the  cost  of  monitoring  to  over 
50  percent  of  the  systems. 

I  think  we  also  need  to  work  with  States  to  prevent  contamina- 
tion of  groundwater  to  begin  with.  If  we  are  going  to  be  looking  at 
waiving  monitoring  costs,  we  have  to  make  sure  that  there  is  an- 
other line  of  security;  that  is  going  to  be  the  prevention  side  of  it. 
Wellhead  protection,  as  you  mentioned,  and  groundwater  protection 
programs  are  going  to  be  important. 

In  order  to  comply  with  some  of  these  costs,  the  administration 
has  proposed  that  a  State  revolving  fund  be  included  in  the  Safe 
Drinking  Water  Act  reauthorization,  and  we  strongly  support  that 
proposal.  I  think  it  has  already  been  brought  up  today  that  there 
are  $599  million  in  the  1994  budget  and  $700  million  in  the  Presi- 
dent's proposed  1995  budget. 

We're  also  recommending  allowing  EPA  flexibility  in  setting  com- 
pliance timeframes.  Not  only  do  we  need  funding  and  technical  as- 
sistance, but  we  need  more  time  to  allow  States  to  secure  favorable 
financing  and  to  examine  cost-effective  solutions  and  construction 
alternatives.  Let  me  talk  about  those  alternatives  for  just  a  mo- 
ment. 

GAO  identified  several  problems  that  impede  widespread  use  of 
alternative  treatment  technology  that  could  reduce  the  costs  of 
compliance.  We  have  a  small  system  technology  initiative  you 
heard  about  today.  We  have  made  available  with  our  written  testi- 
mony a  list  of  some  of  the  activities  imder  this  initiative  that  we 
are  undertaking.  They  include  things  like  demonstration  projects, 
alternative  design  review  protocols,  and  a  technology  information 
data  base  so  that  this  information  can  be  shared.  This  initiative 
has  been  helpful,  but  I  think  we  can  do  more. 

Let  me  talk  about  small  systems  technology.  One  of  our  key  rec- 
ommendations for  Safe  Drinking  Water  Act  reauthorization  is  the 
development  of  a  small  system  best  available  technology  [BAT]. 
The  small  system  BAT  would  provide  a  streamlined  process  for 
States  to  grant  renewable  treatment  variances  to  eligible  systems 
who  install  affordable  technology  or  take  other  practical  steps  to 
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protect  public  health.  The  kev  here  is  setting  up  a  system  that  cre- 
ates the  incentive  for  this  to  happen. 

The  demonstration  projects  and  the  approaches  that  we  are  tak- 
ing now  are  all  good,  but  they  are  only  going  to  take  us  so  far.  Let's 
put  something  in  place  that  shows  the  industry  that  is  going  to  de- 
velop these  technologies  that  we  are  serious  aoout  it  and  that  pro- 
vides a  framework  for  us  to  work  with  the  States  to  do  it.  We  think 
that  the  State  viability  review  also  has  to  be  part  of  that.  Some  of 
the  States  that  are  doing  it  were  mentioned  toaay. 

I  might  add  that  before  I  took  this  job  about  5  months  ago,  I  was 
the  secretary  of  environment  in  the  State  of  Maryland,  and  the 
water  program  was  under  my  jurisdiction.  We  had  a  viability  pro- 
gram in  Maryland  that  was  quite  helpful  in  keeping  systems  that 
were  going  to  be  unviable  in  the  future  from  starting  up. 

We  also  recommend  that  States  develop  operator  certification 
programs  for  all  sized  systems  to  make  sure  that  the  systems  are 
properly  operated  and  maintained.  There  are  currently  45  States 
with  operator  certification  programs.  We  encourage  arrangements 
that  are  very  diverse  and  flexible.  I  think  the  State  representative 
brought  up  earlier,  that  we  do  not  need  to  prescribe  in  detail  how 
these  systems  would  work,  but  we  need  to  be  able  to  consider  a 
number  of  options  such  as  look  at  circuit  riders,  contract  operation 
and  maintenance,  and  cooperation  among  neighboring  communities 
to  pool  their  resources. 

We  agree  with  GAO  that  the  demand  for  technical  assistance  far 
exceeds  the  current  capabilities.  We  need  to  continue  working  with 
the  folks  like  the  Rural  Development  Administration  and  the  De- 
partment of  Agriculture,  the  national  drinking  water  organizations 
and  other  groups  to  provide  small  systems  with  financing  and 
training.  But  more  needs  to  be  done. 

Small  system  viability  programs  offer  promising  alternatives 
here,  and  it  is  noteworthy  that  after  2  years  of  discussions  with  all 
sectors  of  the  drinking  water  community,  GAO  strongly  agrees  with 
us  that  States  should  develop  programs  to  assess  the  viability  of 
small  drinking  water  systems  and  develop  authorities  needed  to  di- 
rect nonviable  systems  to  restructure.  This  is  totally  consistent 
with  our  recommendations  to  Congress. 

And,  again,  we  are  proposing  that  States  design  their  own  pro- 
grams to  correct  these  deficiencies  and  ensure  that  new  systems 
are  viable  before  they  are  allowed  to  operate.  There  is  a  widespread 
spectrum  of  restructuring  options  available  to  small  systems;  infor- 
mal cooperative  arrangements,  sharing  of  staff,  operational  man- 
agement services,  contracting,  ownership  transfer,  and  things  of 
that  nature.  We  think  that  all  of  these  things  ought  to  be  pursued 
in  the  program. 

Mr.  Synar.  If  you  could  conclude. 

Mr.  Perciasepe.  Are  we  almost  done? 

Mr.  Synar.  Yes,  we  are  done. 

Mr.  Perciasepe.  We  are  done.  OK.  Well,  I  could  end,  but  I  want- 
ed to  mention  three  more  things. 

Mr.  Synar.  Thirty  seconds. 

Mr.  Perciasepe.  We  have  some  recommendations  in  the  Safe 
Drinking  Water  Act  reauthorization  proposal  that  would  include 
some  financing  for  States.  Again,  this  has  been  brought  up  today. 
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We  also  recommend  that  source  water  protection  programs  be 
strengthened.  And,  finally,  we  recommend  that  the  requirement  for 
regulating  25  contaminants  every  3  years  be  reformed  and  that 
EPA  be  allowed  to  select  contaminants  based  on  occurrence  cost, 
and  risk  reduction  benefits  and  that  we  would  only  regulate  the 
contaminants  that  present  risk  to  public  health. 

I  think  I  would  summarize  by  saying,  Mr.  Chairman,  no  single 
change  in  the  Safe  Drinking  Water  Act  will  solve  these.  We  will 
need  to  do  all  of  these  things. 

[The  prepared  statement  of  Mr.  Perciasepe  follows:] 
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Good  afternoon,  Mr.  Chairman  and  members  of  the  Subcommittee.  I  am  Robert 
Perciasepe,  Assistant  Administrator  for  Water  at  the  U.S.  Environmental  Protection  Agency 
(EPA).  With  me  today  is  James  R.  Elder,  Director  of  the  Office  of  Ground  Water  and 
Drinking  Water  at  EPA.  We  are  here  to  discuss  with  you  the  U.S.  General  Accounting 
Office's  (GAO)  Report,  Drinking  Water:  Stronger  Efforts  Essential  for  Small  Communities 
to  Comply  With  Drinking  Water  Act  and  the  Administration's  Safe  Drinking  Water  Act 
(SDWA)  reauthorization  recommendations  that  target  small  systems. 

Mr.  Chairman,  over  the  years,  you  have  identified  problems  in  the  drinking  water 
program  and  worked  to  improve  the  program.    You  are  sensitive  to  the  problems  of  small 
systems  and  gathered  information  on  their  problems  by  sponsoring  a  series  of  small  system 
forums  in  Oklahoma  during  July,  1992.   You  also  sponsored  legislation  during  the  102nd 
Congress  designed  to  help  small  underfunded  systems  cope  with  SDWA  requirements  without 
sacrificing  drinking  water  quality.    I  applaud  your  leadership  and  commitment  to  identifying 
and  responding  to  the  key  problems  facing  the  Nation's  drinking  water  programs. 
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BACKGROUND 

Approximately  200,000  public  water  systems  are  covered  by  the  requirements  of  the 
Safe  Drinking  Water  Act  (SDWA).    A  public  water  system  is  deflned  as  any  system 
providing  water  for  human  consumption  to  at  least  15  service  connections,  or  serving  an 
average  of  at  least  25  people  60  days  per  year.    Community  water  systems  are  a  sub-set  of 
public  water  systems  and  provide  water  to  the  same  population  essentially  year-round.    There 
are  approximately  50,000  community  water  systems,  87  percent  of  which  serve  fewer  than 
3,300  persons.     These  small  systems  serve  11  percent  of  the  population.    Most  of  the 
implementation  and  compliance  problems  occur  with  small  systems,  particularly  those  serving 
fewer  than  500  persons. 

The  performance  problems  of  small  systems  are  not  a  recent  phenomena;  they  have 
been  well  documented  since  the  early  1970's.   The  most  significant  challenges  small  systems 
face  include: 

o  Deteriorating  physical  infrastructure  --  in  many  cases,  systems  face  the 

cumulative  burden  of  decades  of  infrastructure  neglect; 

o  Inability  to  access  capital  -  most  small  utilities  suffer  numerous  disadvantages 

that  impede  their  ability  to  borrow  at  favorable  rates  and  terms; 

o  Limited  customer  and  rate  base  -  many  small  systems  were  initially  under- 

capitalized; 
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o  Inadequate  rates  and  poor  financial  management  --  small  systems,  on  average, 

have  higher  rates  than  large  systems,  but  many  small  systems  do  not  charge 
enough  to  cover  their  fiill  cost  of  service; 

o  Higher  unit  costs  --  a  prevailing  characteristic  of  water  supply  technology  is 

that  unit  costs  increase  as  capacity  decreases; 

o  Limited  technical  and  management  capacity  -  many  small  systems  are  an 

incidental  part  of  some  other  undertaking  (such  as  managing  mobile  home  park 
or  a  homeowner  association)  and  have  limited  capacity  to  monitor  the  quality 
of  their  water  or  operate  and  maintain  modem  technologies. 

Given  these  challenges,  many  small  systems  will  be  unable  to  provide  safe  drinking 
water,  if  their  sources  of  drinking  water  become  contaminated. 

Today,  I  would  like  to  provide  you  with  our  perspective  on  GAO's  findings  and 
recommendations  and  how  President  Clinton's  Safe  Drinking  Water  Act  (SDWA) 
reauthorization  recommendations  focus  on  the  problems  of  small  systems.    I  have  attached  to 
my  testimony  information  on  the  Agency's  on-going  programs  for  small  systems,  many  of 
which  are  carried  out  with  the  assistance  of  States,  water  systems  and  national  drinking  w  ater 
organizations. 
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I.    GAP  OBSERVATIONS  AND  FINDINCS 

The  GAG  Rqx>rt  accurately  presents  the  technical,  financial  and  managerial  problems 
small  systems  face  in  delivering  a  safe  supply  of  drinking  water  to  their  customers  and  the 
problems  States  face  in  supervising  the  operations  of  over  50,000  small  community  systems. 
The  Report  also  identifies  EPA  and  State  efforts  to  improve  the  capacity  of  small  systems, 
and  identifies  the  Administration's  proposals  which  should  improve  small  system  compliance 
with  the  requirements  of  the  SDWA. 

SMALL  SYSTEM  COSTS 

The  GAO  Report  indicates  that  the  costs  of  complying  with  the  SDWA  place  an 
enormous  burden  on  small  systems  in  addition  to  their  urgent  need  for  infrastructure  repair. 
We  recognize  that  the  costs  of  compliance  with  the  SDWA  are  increasing.    Our  Report  to 
Congress  last  Fall  on  the  capacity  of  States  and  public  water  systems  to  implement  current 
drinking  water  regulations'  showed  that,  while  89  percent  of  U.S.  households  pay  an 
average  of  $1  to  $2  per  month  for  SDWA  compliance  costs,  average  costs  for  households 
served  by  some  small  systems  can  be  more  than  ten-fold  higher.    For  current  regulations 
about  75  percent  of  the  costs  are  for  (1)  filtering  and  disinfecting  to  protect  against  bacteria 
and  viruses;  and  (2)  reducing  lead  in  drinking  water.    Filtering  and  disinfecting  provide 
significant  health  benefits  by  protecting  80,000  -  90,000  people  from  gastro-intestina!  illness 
aimually.    EPA  estimates  that  full  implementation  of  the  SDWA  lead  and  copper  rule  will 


'U.S.  Environmental  Protection  Agency.  Technical  and  Economic  Capacity  of  States  and 
Public  Water  Systems  To  Implement  Drinking  Water  Regulations.  Report  To  Congress. 
Washington,  D.C.,  September  1993.  (EPA  810-R-93-001). 
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reduce  the  exposure  of  156  million  people  to  lead.   Another  600,000  children  will  be 
protected  from  unsafe  levels  of  lead  in  their  blood. 

To  help  systems  comply  with  the  requirements  of  the  SDWA  and  to  make 
infrastructure  repairs,  the  Administration  has  proposed  a  drinking  water  State  RevoK  ing 
Fund  (SRF).   We  strongly  urge  its  enactment.   In  FY  1994,  Congress  appropriated  S544 
million  for  the  SRF;  FY  1995,  the  President  proposed  $700  million.    However,  without  an 
authorization,  these  funds  cannot  be  used. 

For  many  small  systems,  the  cost  of  monitoring  can  be  substantial.    SDWA 
regulations  have  a  risk-based  monitoring  approach.    Most  of  the  monitoring  is  for  tests  to 
guard  against  bacteria,  parasites  and  viruses.    For  chemical  contaminants,  periodic  lestmg  is 
required  to  ensure  water  is  safe.    We  have  given  States  flexibility  to  reduce  or  waive  this 
testing  where  it  is  not  needed  ~  for  example  --  if  a  pesticide  was  never  used  in  a  State  or 
county,  or  where  contamination  is  not  anticipated. 

We  have  on-going  efforts  to  reduce  the  monitoring  burden  on  systems.    EPA  has 
issued  guidance  and  is  funding  workshops  to  help  States  make  use  of  the  SDWA's  llcvihk- 
monitoring  waiver  provisions.    States  with  approved  monitoring  waiver  programs  can     ii 
monitoring  costs  for  some  regulations  by  50  percent  or  more.   More  and  more  Suicx  in- 
developing  waiver  programs.    Based  on  a  survey  of  our  Regional  Offices,  we  belicM-  'hji     i 
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States  have  tentatively  approved  or  approved  waiver  programs  and  another  24  States  are  in 
various  stages  of  developing  such  programs. 

EPA  is  also  working  with  States  to  prevent  contamination  of  ground  water  sources  of 
drinking  water  through  wellhead  protection.    Currently  34  States  and  Territories  have  EPA- 
approved  wellhead  protection  programs  and  an  estimated  10,000  communities  have  initiated 
wellhead  protection  efforts. 

The  Administration  has  proposed  more  realistic  compliance  time  frames  (between  36 
and  60  months,  depending  on  the  regulation)  providing  additional  time  for  systems  to  obtain 
more  favorable  fmancing  and  to  examine  less  expensive  or  more  cost-effective  construction 
alternatives.    This  is  now  virtually  impossible  within  the  18  month  compliance  time  frame  of 
the  SDWA.   Realistic  compliance  time  frames  should  save  small  systems  money  and  save 
States  money  by  reducing  the  number  of  systems  out  of  compliance. 

ALTERNATIVE  TECHMOLOGIES 

GAO  points  out  the  problems  that  impede  widespread  use  of  alternative  treatment 
technologies  that  could  significantly  reduce  treatment  costs.    Systems  and  State  regulators 
lack  reliable  cost  and  performance  information  on  alternative  technologies,  making  it  difficult 
to  identify  technologies  that  are  affordable  and  meet  specific  treatment  requirements.    Also, 
because  many  small  systems  do  not  have  trained  operators,  these  systems  cannot  consider 
technologies  that  demand  higher  skill  levels. 
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EPA's  Small  Systems  Technology  Initiative,  described  in  the  Attachment  to  my 
testimony,  identifies  and  promotes  the  use  of  treatment  technologies  for  small  systems  that 
are  cost  effective  and  for  which  small  systems  can  easily  provide  or  obtain  dependable, 
competent  operation  and  maintenance  services.    Included  in  the  initiative  are  (1)  five 
technology  demonstration  projects,  (2)  an  alternative  State  design  review  protocol  to  assist 
States  in  reviewing  alternative  technologies,  and  (3)  a  technology  information  database.    The 
database,  located  at  the  National  Drinking  Water  Clearinghouse  at  the  University  of  West 
Virginia,  will  provide  general  descriptions  of  package  technologies,  performance  and  cost 
information,  and  information  on  where  the  technologies  have  been  installed. 

SMAT.T.  SYSTFMS  TECHNOLOGY 

One  of  the  Administration's  key  reauthorization  proposals  would  allow  small  systems 
best  available  technology.   This  proposal  recognizes  that  technology  generally  applicable  for 
systems  serving  50,000  to  100,000  persons  may  not  be  appropriate  for  systems  serving  less 
than  3,300.   The  proposal  builds  on  existing  programs  designed  to  overcome  the  barriers  of 
using  alternative  technology  and  package  plants  by  providing  reliable  and  comparable 
performance  and  cost  data.   If  enacted,  our  proposal  would  provide  EPA  with  the  flexibility 
to  determine  national  small  systems  best  available  technology  (BAT).    Small  system  BAT 
provides  a  streamlined  process  for  States  to  grant  5-year  renewable  treatment  variances  to 
groups  of  eligible  systems  to  install  affordable  technology.    Such  a  treatment  variance  may 
require  the  system  to  take  other  practical  steps  to  protect  public  health,  such  as  an  enhanced 
source  water  protection  program  and  would  require  the  acceptance  by  those  served  by  the 
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water  system  of  any  alternative  level  of  protection.   Such  an  approach  would  provide  a 
strong  incentive  for  the  development  of  innovative  package  treatment  systems  or  multi- 
contaminant  compliance  technologies.   The  proposal  should  accelerate  the  variance  process 
by  providing  States  with  the  necessary  performance  data  and  systems  with  reliable  cost 
information. 

Systems  would  be  eligible  to  apply  to  the  State  for  a  reasonable  exemption  if  it  cannot 
restructure  and  cannot  afford  any  BAT.    Before  granting  an  exemption,  the  State  would  take 
into  consideration:  (1)  the  intended  improvements  in  health  risks;  (2)  the  resources  of  the 
affected  community;  and  (3)  whether  the  exemption  would  pose  an  unreasonable  level  of 
health  risk. 

Our  small  system  best  available  technology  proposal  also  requires  a  State  small 
system  viability  review  to  ensure  that  everything  that  can  be  done,  is  done,  to  meet  the 
maximum  containment  level  in  the  drinking  water  regulation.   This  will  ensure  that  we  do 
not,  as  GAO  cautions,  perpetuate  a  nonviable  system  and,  inadvertently  contribute  to  chronic 
noncompliance  problems. 

CERTIFIED  OPERATORS 

We  also  recommend  that  Congress  require  States  to  develop  operator  certification 
programs  for  all  sized  systems  to  ensure  the  system  is  properly  operated  and  maintained. 
Although  45  States  have  operator  certification  programs,  at  least  15  of  those  States  exempt 
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small  systems.   This  provision  would  not  require  all  community  water  systems  and  non- 
transient  non-community  water  systems  to  have  a  full  time  employee  dedicated  to  the 
operation  of  its  water  systems.    Rather,  the  provision  would  require  every  system  to  have  a 
qualified  operator,  for  whatever  period  is  appropriate  each  week  or  month,  to  ensure  the 
proper  operation  and  maintenance  of  the  system.    We  encourage  arrangements  like  circuit 
riders,  contract  operation  and  maintenance,  and  cooperation  among  neighboring  communities. 

TECHNICAL  ASSISTANCE  IS  AVAILABLE  BUT  NOT  ALWAYS  EFFECTIVE 
The  GAO  Report  points  out  that  the  need  for  technical  assistance  far  exceeds  the 
amount  of  assistance  available.   The  Report  acknowledges  that  acute  Federal  and  State 
funding  shortages  preclude  additional  assistance  for  training,  operation  and  maintenance,  and 
other  needs. 

We  agree  that  the  demand  for  assistance  far  exceeds  our,  and  the  States,  current 
capabilities.    Our  current  program  leverages  the  expertise  and  resources  of  public  and  private 
organizations,  but  more  is  needed.   We  are  woricing  with  the  U.S.  Department  of 
Agriculture's  Rural  Development  Administration  to  finance  small  systems  water  supply 
systems  and  wellhead  protection  programs  which  are  particularly  important  for  small 
systems.    i^Tproximately  85  percent  of  small  systems  rely  on  ground  water.   We  are  also 
working  with  national  drinking  water  organizations  to  provide  training  and  technical 
assistance  and  to  develop  useful  tools,  such  as  the  "pocket  guides"  for  operators  on  the 
SDWA  requirements,  including  monitoring  and  testing,  and  sampling  protocols.    So  much 
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more  needs  to  be  done,  and  should  be  done,  but  with  constrained  resources,  we  will  need  to 
be  even  more  creative  in  utilizing  the  resources  and  expertise  of  other  organizations. 


STATF  <;mat  T   SYSTEM  VIABIIJTY  PROGRAMS  OFFER  PROMISING 
ALTERNATIVES 

It  is  noteworthy,  that  after  almost  two  years  of  extensive  discussions  with  all  sectors 

of  the  drinking  water  community,  GAO  strongly  agrees  with  us  that  "States  should  develop 

programs  to  assess  the  viability  of  small  drinking  water  systems  and  develop  authorities 

needed  to  direct  nonviable  systems  to  restructure."    This  is  totally  consistent  with  our 

recommendation  to  Congress.    It  amazes  me  that  you  cannot  operate  a  hot  dog  stand  without 

meeting  basic  health  standards;  yet,  we  do  not  have  State  viability  criteria  for  drinking  water 

systems. 

As  GAO  points  out,  no  one  approach  will  fix  all  the  small  systems'  problems 
everywhere.    The  sheer  number  of  small  systems,  overwhelms  State  resources  and  makes  it 
difficult  for  regulatory  agencies  to  address  their  unique  problems. 

Some  States  may  face  difficulties  in  getting  State  legislatures  to  pass  restruciunng 
authorities.    Based  on  my  experience  in  Maryland,  I  am  very  much  aware  of  the  politival 
difficulties,  but  I  also  know  that  most  of  the  State  woridoad  involves  noncompliance  dm«<og 
nonviable,  small  systems.    In  1992,  77  percent  of  "significant  non-compliers"  nation*  kIc 


10 


101 

were  serving  fewer  than  500  persons.    States  with  have  strong  viability  programs  will  save 
money  --  their  systems  will  be  vigorous. 

When  we  talk  about  the  concept  of  viability,  we  mean  the  system's  financial  strength, 
as  well  as  its  technical  and  management  capabilities  to  meet  current  and,  future  SDWA 
performance  requirements.    A  number  of  assessment  protocols  have  been  developed  with 
both  quantitative  and  qualitative  indicators  of  a  system's  technical,  fmancial,  and 
management  capabilities. 

The  Administration  is  proposing  that  small  systems  viability  programs  would  be  a 
condition  of  State  primacy.   The  proposal  would  have  States  design  their  own  programs  to 
correct  systems'  deficiencies.    State  viability  programs  should  ensure  that  new  small  systems 
are  viable  before  they  are  allowed  to  operate.   The  GAO  Report  identifies  ways  that  several 
States  control  the  formation  of  new  systems. 

Our  proposal  would  also  require  States  to  assess  the  viability  of  existing  systems  over 
a  period  of  five  years  and  take  steps  to  enhance  the  viability  of  systems  needing 
improvement.   There  is  a  wide  spectrum  of  options  to  improve  small  system  viability,  from 
informal  cooperative  agreements,  to  sharing  of  administrative  staff  and  managerial  and 
operator  services,  to  contracting  for  operation  and  maintenance,  to  management  consolidation 
and  ownership  transfer.    In  1991,  EPA  published  a  number  of  documents  to  assist  States  and 
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water  systems  implement  viability  and  restructuring  programs  (see  Attachment).   In  addition, 
EPA  held  workshops  to  provide  assistance  on  viability  and  restructuring  programs. 

Viability  programs  should  include  authority  for  the  State  to  order  consolidation  of,  or 
otherwise  compel  necessary  restructuring  of,  non-viable,  non-compliant  systems.    The 
objective  of  the  viability  assessment  process  is  to  encourage  systems  to  voluntarily  take  the 
steps  necessary  to  enhance  their  viability  and  achieve  compliance.   Analysis  in  EPA's  Report 
to  Congress  suggests  that  approximately  50  percent  of  small  community  water  systems  would 
potentially  benefit  from  some  sort  of  restructuring. 

n.    EPA  RESPONSE  TO  GAP  RECOMMENDATIONS 

GAO  recommends  that  EPA  remove  potential  barriers  to  restructuring  and  work  with 
the  appropriate  committees  of  Congress  on  our  State  small  system  viability  proposal.    We 
wholeheartedly  support  these  recommendations.   While  the  drinking  water  SRF  will  provide 
needed  assistance  to  small  systems,  SDWA  success  also  depends  on  expanded  State 
programs.    An  effective,  efficient  drinking  water  program  cannot  be  managed  from 
Washington  or  from  our  Regional  Offices.    Therefore,  we  need  to  help  States  overcome  their 
severe  resource  shortages.    Sufficient  State  resources  are  key  to  making  the  drinking  program 
woric. 
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USER  FEE 

We  reported  to  Congress  last  Fall  a  shortfall  in  States  resources  of  $162  million 
dollars  for  fiscal  year  1993.   The  Administration's  user  fee  proposal  would  assist  States 
having  trouble  fulfilling  their  responsibilities  due  to  insufficient  resources.    Under  our 
proposal,  States  must  be  able  to  fiiUy  fund  their  drinking  water  programs,  however  they 
choose.    EPA,  in  consultation  with  the  States,  would  provide  criteria  for  determining 
sufficient  program  resources  for  State  drinking  water  programs.    The  resource  requirements 
will  vary  among  States.    A  State  could  meet  their  resource  needs  any  way  they  choose,  but 
fees  would  be  one  equitable  means  of  raising  additional  program  funds  to  carry  out  the 
existing  and  new  SDWA  programs,  such  as  a  State  small  systems  viability  program, 
development  of  monitoring  waiver  programs,  or  provision  of  additional  technical  assistance. 
If  a  State  chooses  to  implement  a  user  fee,  these  fees  would  be  available  solely  for  use  in 
fulfilling  that  State's  SDWA  responsibilities.    If  a  State  fails  to  fulfill  its  primacy 
responsibilities  due  to  insufficient  resources  from  all  sources,  EPA  would  have  the  authority 
to  withdraw  primacy.   In  States  where  EPA  is  the  primary  enforcement  authority,  a  user  fee 
would  take  effect  to  cover  the  cost  of  EPA  implementing  the  SDWA  in  that  State. 

PROGRAM  PRIORITIES/GRANT  FORMULA 

In  addition,  the  GAO  Report  recommends  that  EPA  revise  its  drinking  water  program 
priorities  to  place  greater  emphasis  on  developing  and  implementing  viability  programs  and 
revise  its  public  water  supply  supervision  grant  formula  to  remove  disincentives  for  States  to 
consolidate  water  systems.    As  I  have  indicated,  we  believe  State  small  system  viability 
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piogcBiBs  an  a  CB&al  cooqxmBnt  of  a  State's  drinking  water  program.    Our  reauthorization 


lecomnKodawJtfckaily  indicstte  our  belief  that  substantial  refonn  of  the  SDWA  is  needed. 
Thus,  the  mw  tnndy  action  is  for  Congress  to  enact  our  recommendations,  including  a 
requirement  that  appropnate  viability  programs  be  a  condition  of  primacy.   We  will  of 
course  revise  our  Public  Water  Supply  Supervision  (PWSS)  program  priority  guidance  to 
make  this  effort  a  top  priority  of  any  further  primacy  requirements  enacted. 

As  the  GAO  Report,  noted,  the  PWSS  grant  formula  has  five  factors,  including:   the 
number  of  community  water  systems,  the  number  of  nontransient  noncommunity  water 
systems,  the  number  of  transient  noncommunity  water  systems,  the  land  area  in  square  miles, 
and  the  pcqnilation  of  the  State.   In  general,  the  formula  is  weighted  to  provide  more  funding 
for  States  with  more  systems.    In  1994,  we  revised  the  grant  formula  to  stabilize  funding 
levels  at  95  percent  of  each  State's  prior  year  allotment.   This  financial  floor  or  "safety-net" 
should  mitigate  any  penalty  that  previously  existed  for  States  that  consolidated  their  systems. 
As  recommended  in  the  Rqxnt,  we  plan  to  carry  forward  this  approach. 

OTHER  SDWA  REAUTHORIZATION  RECOMMENDATIONS  FOR  SMALL  SYSTEMS 
Mr.  ClairBan,  I  would  now  like  to  move  beyond  the  GAO  Rqwrt  and  address  other 
questions  thad^jgii  posed  in  your  invitation  letter.   In  discussing  the  GAO  Rqwit,  I  have 
covered  moat  of  oar  reauthorization  recommendations.   The  remaining  recommendations 
should  also  assist  small  systems. 
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SOURCE  WATER  PROfTBCnQN/POLLimON  PREVENTION 
Soaioe  water  protection  programs  represent  a  cost  effective  investment  in  the  future 
by  providing  short  and  long  term  savings,  particulariy  for  monitoring  costs.   Water  systems 
covered  by  enhanced  local  source  water  protection  programs  would  be  eligible  for  tailored 
monitoring  and  treatment  exemptions.   Vulnerability  assessments,  in  tandem  with 
implementation  of  pollution  prevention  measures,  provide  a  safety  net  for  drinking  water 
supplies,  without  placing  the  public  at  an  unacc^table  risk. 

At  least  as  important  are  the  public  health  benefits  of  source  water  protection 
programs,  which  will  guard  against  the  uncertainties  inherent  in  monitoring  and  treatment 
teclmologies,  while  ensuring  equitable  levels  of  protection  for  our  rural,  as  well  as,  for  our 
urban  citizens.   Source  water  protection  will  also  help  protect  investments  made  in  financing 
and  physical  restructuring  of  systems.    Further,  because  many  existing  Federal  and  State 
resources  will  help  support  local  source  water  programs,  implementation  costs  for  small 

systems  will  be  minimiy/^rf 

Implementation  of  source  water  protection  programs  also  empower  local  communiries 
to  gain  greater  control  over  the  protection  of  their  water  supplies.   The  environmental 
paradigm  of  pofiution  prevention  opens  many  options  and  places  responsibility  for  proiectun 
water  supply  sources  where  it  belongs  ~  with  the  local  conununity. 
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flWFftRnffl^^^NT  REFORM 

We  bflflpe  that  Congress  should  revise  the  enforcement  provisions  of  the  SDWA  to 
make  die  admMstrative,  civil  judicial,  and  criminal  enforcement  authorities  more  consistent 
with  other  environmental  statutes.   Administrative  inefficiencies  should  be  reduced  to 
improve  compliance  with  the  law. 

CONTAMINANT  f^CT  prxfOM 

The  1986  Amendments  to  the  SDWA  require  EPA  to  issue  national  primary  drinking 
water  regulations  for  83  ^)ecified  contaminants  and  for  25  additional  contaminants  every 
three  years.   This  rigid  "25  every  3  years"  statutory  requirement  outpaces  the  Agency's 
ability  to  critically  assess  wh^her  there  are  public  health  risks  posed  by  thousands  of 
contaminants  that  may  appear  in  drinking  water  before  devel<^ing  regulations.   Under  the 
present  statutory  scheme,  future  regulations  may  not  be  aimed  at  the  highest  priority  public 
health  risks,  potentially  increasing  the  already  significant  regulatory  burden  on  EPA,  the 
States  and  public  water  systems  with  only  mai]ginal  boiefits.   In  times  of  constrained 
resources,    EPA  needs  the  flexibility  and  time  to  select  contaminants  for  regulation  that  pose 
real  public  health  risks. 

As  an  atenative  to  the  "25  every  3  years"  mandate,  the  Administration  recommends 
that  EPA  more  thoroughly  evaluate  public  health  ri^  before  regulations  are  developed. 
Congress  should  require  EPA  to  periodically  publish  a  list  of  contaminants  that  may  need  to 
be  regulated  based  on  available  data.   The  list  would  be  develcq)ed  aiier  considering  the 
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recommeudiUog  of  State*,  sdentific  experts  and  the  public.  If  data  were  not  sufficient  to 
n^ukte  diei^^Hainiiiaiits  immediately,  EPA  would  undertake  the  necessary  studies  to 
develop  suffidait  information  on  the  health  effects  of  the  contaminant  and  on  its  frequency 
of  occurrence  and  its  levels  in  drinking  water.   We  would  use  the  information  to  determine 
whether  a  drinking  water  standard  is  necessary,  based  on  aajn  to  public  health.   Our  proposal 
sets  no  mandatory  quota  for  regulations.   By  r^ulating  only  contaminants  that  pose  the 
greatest  public  health  risks.  States  and  water  systems  will  be  making  the  best  possible  use  of 
limited  resources. 

CLOSING 

In  closing  Mr.  Chairman,  I  would  emphasize  that  the  American  public  must  trust  their 
t^  water.   Polls  show  that  95  percent  of  Americans  believe  protection  of  drinking  water  is 
either  extranely  or  very  important,  and  would  pay  more  for  those  assurances. 

No  single  change  in  the  SDWA  will  "solve'  all  the  problons  small  system  face.   The 
President's  recommoidadons  are  an  integrated  package.   The  package,  as  a  whole,  strongly 
supports  small  systems.   The  recommendations  build  on  Federal,  State  and  local  program 
exptaeace  andnEia  private  sector  e]q)ertise.   They  address  the  financial,  technical  and 
managaneat  firtiUBras  ci  small  systems  without  sacrificing  health  benefits.    Our  proposal 
includes  a  number  of  options  from  which  States  and  systems  may  choose,  dq)ending  on  the 
problem.   Strong  suiqxnt  for  small  systems  is  provided  through  the  drinking  water  SRF, 
source  water  protection  programs,  small  systems  best  available  technology,  curator 
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certification,  rcaJistic  compliance  time  frames,  and  State  viability  programs.  These  programs 
focus  on  solving  the  real  problems  of  small  systems  --  and  do  so  in  a  straightforward,  ethical 
way. 

Mr.  Chairman,  this  concludes  ray  statement.  I  am  hqjpy  to  answer  any  questions  that 
you,  and  members  of  the  Subcommittee,  may  have. 
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Mr.  Synar.  Thank  you.  Thank  you.  Thank  you  very  much. 

EPA  does  not  have  a  stellar  history  in  re|;ulating  contaminants. 
In  fact,  when  Congress  gave  you  the  discretion  to  regulate  the  ad- 
ditional contaminants,  the  Agency  only  regulated  one  contaminant 
for  12  years.  Now  you  are  coming  back  to  up  Congress  asking  us 
for  that  same  discretion  to  regulate  the  contaminants  that  pose  the 
greatest  risk. 

I  am  all  for  that,  but  can  you  tell  us  how  you  are  going  to  assure 
me  that  after  12  years  we  won't  be  right  back  wnere  we  were, 
which  was  where  EPA  fails  to  regulate  at  all? 

Mr.  Perciasepe.  I  guess  I  have  two  answers  to  that.  First,  we 
have  regulated  a  number  of  contaminants  since  1986.  But  second, 
and  most  importantly,  we  are  recommending  to  Congress  that  we 
be  required  to  look  at  a  certain  number  every  3  years  in  a  very 
open  process,  including  the  scientific  community,  States,  and  other 
interested  groups  and  that  there  would  be  conscious  and  open  deci- 
sion about  which  ones  would  be  reflated  and  not  regulated,  rather 
than  just  leaving  it  open  to  discretion. 

I  think  it  is  an  appropriate  middle  gn'ound,  where  we  are  re- 
quired to  look  at  a  certain  number,  but  not  necessarily  required  to 
regulate  a  certain  number. 

Mr.  Synar.  But  based  upon  history,  I  shouldn't  have  a  lot  of  con- 
fidence, should  I? 

Mr.  Perciasepe.  Well,  I  think  that  that  old  law  doesn't  require 
us  to  look  at  a  certain  number  and  make  deliberate  decisions  about 
it. 

Mr.  Synar.  Which  is  why  we  passed  the  1986  bill. 

Mr.  Perciasepe.  I  think  that  is  correct. 

Mr.  Synar.  Some  legislation,  such  as  the  bill  introduced  by  Mr. 
Slattery  and  Mr.  Bliley,  suggests  that  you  all  should  evaluate  the 
current  health  data  extensively  before  regulating  the  contaminants, 
then  use  a  cost-benefit  analysis  to  set  safe  drinking  water  stand- 
ards. 

Haven't  we  already  tried  that  approach  with  other  environmental 
statutes  such  as  TSCA  and  FIFRA  with  disastrous  results? 

Mr.  Perciasepe.  I  think  the  words  "paralysis  by  analysis"  have 
already  been  brought  up.  We  certainly  buy  into  the  fact  and  are 
supportive  of  being  more  risk-oriented  in  the  contaminants  we 
would  be  regulating.  And  our  proposal  differs  from  that  House  bill 
in  one  important  way.  We  want  to  take  risk  into  account  in  select- 
ing which  contaminants  we  would  regulate,  but  once  we  decide  to 
regulate  it  and  we  have  gone  through  the  occurrence  analysis  and 
looked  at  the  benefits  that  would  be  available,  then  we  would  regu- 
late it  based  on  the  technology  and  the  aflfordability  tests. 

This  would  get  us  in  a  zone,  Mr.  Chairman,  where  89  percent  of 
the  people  would  be  able  to  afford  that  protection.  And  then  we're 
saying  we  need  programs  in  place  to  deal  with  the  other  11  percent 
of  the  population,  small  systems  primarily,  that  address  problems 
of  how  to  get  close  systems  into  compliance  and  provide  that  kind 
of  flexibility. 

Mr.  Synar.  This  whole  risk-reduction  benefit  and  its  computation 
is  a  new  science,  is  it  not,  in  its  infant  stages?  We  don't  know  a 
lot  about  it? 

Mr.  Perciasepe.  It  is  certainly  an  evolving  science. 
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Mr.  Synar,  GAO  told  us  that  drinking  water  systems  are  ex- 
pected to  spend  $1  billion  a  year  to  comply  with  the  1986  act,  but 
it  is  really  about  $3  billion. 

Can  you  tell  us  why  the  Agency  didn't  know  that  they  were  going 
to  be  $2  billion  off  their  estimates? 

Mr.  Perciasepe.  I  have  to  say  Mr.  Chairman,  I  am  not  familiar 
with  those  two  different  proposals.  When  was  the  $1  billion  pro- 
posed? Mr.  Elder  may  have  some 

Mr.  Synar.  How  much  does  it  cost  to  comply,  Mr.  Elder? 

Mr.  Elder.  The  annual  cost  under  existing  regulations  is  $1.39 
billion. 

Mr.  Synar.  And  what  was  your  estimate  originally  on  that,  that 
you  thought  it  would  take? 

Mr.  Elder.  I'm  not  sure  there  was  an  estimate  prior  to  the  one 
that  we  included  in  the  Chafee-Lautenberg  report. 

Mr.  Synar.  GAO  testified  that  you  all  made  unrealistic  assump- 
tions about  implementation  costs,  such  as  the  fact  that  70  to  90 
percent  of  all  the  systems  would  be  granted  waivers. 

What  was  the  basis  of  EPA's  assuming  that,  that  those  waivers 
would  be  granted? 

Mr.  Elder.  Now  I  understand  your  point.  The  criticism  GAO  lev- 
eled against  the  $1.39  billion  was  that  there  were  generous  as- 
sumptions made  on  a  rule-by-rule  basis  about  how  many  systems 
would  qualify  for  monitoring  waivers.  At  this  point,  those  assump- 
tions have  been  borne  out  and  that  is  why  we  are  trying  to  do  more 
to  push  the  monitoring  waiver  program  among  the  different  States. 

Mr.  Synar.  What  are  you  doing  to  make  it  easier  for  States  to 
adopt  the  waiver  requirements? 

Mr.  Elder.  We  have  put  out  with  the  Association  of  State  Drink- 
ing Water  Administrators,  documentation  about  the  waiver  pro- 
grams that  have  been  put  forward  by  other  States.  We  have  con- 
ducted workshops  and  will  conduct  more  this  year. 

Also,  I  just  sent  out  a  memorandum  in  drafl  last  week  for  com- 
ment to  stimulate  the  approval  of  monitoring  waiver  programs 
where  they  are  justified. 

Mr.  Synar.  You  heard  Mr.  Clark  say  that  it  cost  as  much  as  $50 
to  $70  per  month  per  household  to  do  monitoring  and  testing. 
Shouldn't  we  try  to  see,  as  I  suggested,  maybe  only  monitoring  for 
the  ones  that  we  are  reasonably  expected  to  find? 

Mr.  Perciasepe.  I  think  we  definitely  agree  with  that.  And  there 
has  got  to  be  a  little  bit  of  quid  pro  quo  there  of  having  the  appro- 
priate safety  monitoring  in  place  to  begin  with  to  make  sure  that 
those  contaminants  aren't  there.  That  is  part  of  the  upfront  cost 
that  was  discussed  earlier  for  States  going  through  that  process  so 
that  they  can  reduce  the  cost  in  the  long  run. 

But  it  is  an  excellent  buy,  and  I  think  the  example  that  was 
given  earlier  by  GAO,  a  $400-  to  $500,000  investment  on  the  part 
of  Wisconsin  and  saving  near  $15  million  a  year  in  monitoring 
costs,  is  one  that  I  point  to  as  a  very  cost-effective  investment.  And 
we  will  definitely  continue  to  encourage  that. 

Mr.  Synar.  Mr.  Mica. 

Mr.  Mica.  They  gave  me  the  low  bid  mike,  here. 

You  were  talking  about  the  States'  waivers,  and  you  said — did 
you  say  you  have  already  met  and  granted  21  States'  waivers? 
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Mr.  Perciasepe.  No,  I  said  that  we  were  in  the  process  of  work- 
ing with  21  States  that  are  in  some  stage  of  their  waiver  process. 
I  Qiink  two  of  them  have  gone  all  the  way  to  completion,  maybe 
three. 

Mr.  Mica.  So  that  would  leave  19  that  you  are  still  negotiating 
with? 

Mr,  Perciasepe.  But  they  have  some  level  of  approval. 

Mr.  Mica.  And  24  more? 

Mr.  Perciasepe.  We're  working  with  them  to  encourage  them 
further.  We  have  a  large  outreach  program  under  way  to  encourage 
more  of  these  applications. 

Mr.  Mica.  Let  me  go  back  to  the  beginning  a  second.  First  of  all, 
I  don't  want  to  blame  you  all  for  everything.  Normally,  I  beat  up 
on  the  EPA,  but  today,  if  you  noticed,  in  my  opening  remarks  when 
I  said  that  this  is  a  hearing  that  reviews  the  history  of  "much  ado 
about  nothing^  that  I  gave  EPA  a  little  bit  of  credit. 

Could  you  take  that  back  to  the  Administrator,  please? 

Mr.  Perciasepe.  Yes,  I  will. 

Mr.  Mica.  I  did  notice  that  while  Congress  has  done  almost  abso- 
lutely nothing,  I  will  say  in  the  last  few  vears,  that  EPA  has  under- 
taken a  couple  of  areas.  I  noticed  you  also  are  working  on  a  hand- 
book? 

Mr.  Perciasepe.  On  the  small  systems?  Yes. 

Mr.  Mica.  What  is  the  status?  When  are  we  going  to  see  that 
date? 

Mr.  Elder.  By  the  middle  of  this  year. 

Mr.  Mica.  We're  making  a  note  of  that.  The  middle  of  this  year. 
June?  July? 

Mr.  Elder.  July  1. 

Mr,  Mica.  I  like  to  create  deadlines  for  the  agencies. 

Mr.  Elder.  You  are  not  alone,  Mr.  Congressman. 

Mr.  Mica.  Well,  if  I  stick  around  here  long  enough,  I  develop  an 
institutional  memory  and  that  becomes  very  dangerous.  It  has  al- 
ready come  into  play  twice  now. 

How  many  Spicewood  experiment  systems  were  there?  Was  it 
Spicewood? 

Mr.  Ellis,  is  that  unique?  Are  there  many  of  those  out  there? 

Mr.  Perciasepe.  I  think  we  have  six,  five  or  six. 

Mr.  Mica.  How  much  are  you  spending  in  total? 

Mr,  Perciasepe.  Excuse  me? 

Mr.  Mica.  How  much  you  are  spending  in  total? 

Mr.  Elder.  We  are  spending  next  to  nothing.  We  are  getting  the 
manufacturers  to  donate. 

Mr.  Mica.  But  how  much  are  you  spending— $10,000,  $100,000— 
within  EPA? 

Mr.  Percl\sepe.  I  don't  know  the  answer  to  that. 

Mr.  Elder.  I  would  guess  around  $100,000  including  the  re- 
search and  development  staff  in  Cincinnati  looking  at  the  perform- 
ance of  the  technology. 

Mr.  Mica.  What  about  certification  projects?  The  fees  that  are 
being  charged  up  to  $10,000,  is  that  adequate  to  cover  the  costs? 

Mr.  Elder.  Do  you  mean  the  certification  bv  a  third  party,  by 
the  National  Sanitation  Foundation,  to  prove  the  reliability  of  the 
technology? 
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Mr,  Mica.  Yes. 

Mr.  Elder.  We  are  not  able  to  comment  on  that,  sir. 

Mr.  Perciasepe.  As  to  whether  it  is  adequate  for  them. 

Mr.  Elder.  I  assume  they  are  not  losing  money  on  the  propo- 
sition. 

Mr.  Mica.  A  couple  of  questions,  since  I  don't  have  too  much 
time,  on  the  report. 

On  page  3  in  the  summary  it  says  cost  and  performance  data 
that  the  States  need  to  assess  alternative  treatment  technologies 
are  not  widely  available.  That  is  your  responsibility,  right? 

Mr.  Elder.  We  are  making  it  our  responsibility. 

Mr.  Mica.  Why  not?  You  just  don't  have  the  money  or  resources 
or  both? 

Mr.  Perciasepe.  Where  is  that  again,  Congressman?  On  page  3 
of  the  GAO  report? 

Mr.  Mica.  Yes.  I  am  sorry,  it  is  the  very  bottom  paragraph,  "A 
number  of  barriers  prevent  the  wider  use  of  alternative  strategies." 
Well,  that  is  one  thing  that,  if  you  are  paying  attention,  you  need 
to  be  paying  attention. 

The  next  page  4,  top,  finish  of  that  paragraph,  it  says  the  Agen- 
c/s  grant  formula  for  providing  States  with  funds  to  oversee  com- 
pliance can  provide  a  disincentive  to  consolidation.  Can't  you 
change  that  by  yourself? 

Mr.  Perciasepe.  Yes,  and  we  have. 

Mr.  Mica.  OK. 

Page  5,  is  a  part  of  a  paragraph,  and  the  second  one — well,  that 
is  going  to  take  too  long  to  get  into.  Let's  go  down  to  several  factors 
that  impede  wider  use  of  alternative  strategies.  It  says  that  there 
is  a  lack  of  reliable  cost  and  performance  data.  Isn't  that  your  re- 
sponsibility, also? 

Mr.  Perciasepe.  I  must  be  on  the  wrong  page  or  in  the  wrong 
report.  Page  5  of  the  executive  summary? 

Mr.  Mica.  I  have  the  draft;  I  am  sorry.  I  am  in  the  minority.  I 
am  lucky  I  get  the  draft. 

Mr.  Perciasepe.  I  am  trying  to  keep  up  with  you,  but  every  time 
I  turn  the  page 

Mr.  Elder.  I  have  the  draft. 

Mr.  Mica.  One  key  barrier  preventing  wider  use  of  alternative 
treatment  technology  is  a  lack  of  reliable  cost  and  performance 
data. 

Mr.  Percl\sepe.  Right,  that  is  the  objective  of  the  data  base  we 
are  actively  working  on.  One  of  the  reasons  that  we're  recommend- 
ing that  there  be  a  small  system  BAT  program  in  the  statute  is  to 
encourage  the  entire  data  base  effort  to  move  forward.  I  mean, 
there  is  a  certain  amount  of  incentive  that  is  needed,  I  think,  for 
the  industry  as  well  as  for  the  government. 

Mr.  Mica.  But,  isn't  it  your  responsibility  to  develop  the  reliable 
cost  and  performance  data  to  provide,  so  that  people  can  make 
judgments? 

Mr.  Perciasepe.  I  think  it  is  probably  our  responsibility  to  help 
do  that.  I  wouldn't  say  it  is  our  sole  responsibility.  It  is  also  the 
responsibility  of  the  States  and  the  operators  as  well. 

Mr.  Synar.  Let  me  interrupt  you  at  that  point,  and  we  will  come 
back  for  another  round. 
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Let's  talk  about  the  reliable  cost  and  performance  data.  You  do 
agree  that  these  cost-effective  alternatives  that  States  want  to  look 
at  can  only  be  done  when  we  know  that  data,  correct? 

Mr.  Perciasepe.  I  think  so,  yes. 

Mr.  Synar.  And  you  will  agpree  that  helping  States  with  that 
kind  of  data  to  evaluate  that  and  equipment  would  help?  You 
would  agree? 

Mr.  Perciasepe.  Yes. 

Mr.  Synar.  GAO  mentioned  that  the  States  don't  trust  the  infor- 
mation that  is  provided  by  the  equipment  manufacturers  because 
they  obviously  have  an  interest  in  the  sale  of  their  products.  Why 
don't  you  all  get  an  independent  third  party,  like  the  National 
Sanitation  Foundation,  to  evaluate  those  technologfies? 

Mr.  Perciasepe.  Well,  I  think  an  arrangement  like  that  can  be 
made. 

Mr.  Synar.  Why  aren't  you  doing  it? 

Mr.  Perciasepe.  I  think  we  are  starting  to  do  that  on  some 
items,  and  that  is  part  of  the  process  that  we're  going  through  in 
these  demonstration  projects,  using  industry  to  help  finance  some 
of  these  demonstrations,  while  we  would  evaluate  it  with  our  Cin- 
cinnati lab. 

I  think  there  would  be  more  of  an  incentive  for  everybody  to  do 
this  if  there  is  a  statutory  framework  for  doing  small  systems  tech- 
nology. I  think  one  of  the  things  that  we  have  to  recognize  is  that 
in  implementing  a  small  system  technology  or  a  package  tech- 
nology, whether  it  be  point  of  entrv  or  point  of  use  or  some  small 
package  plant,  there  has  been  a  reluctance,  I  think,  in  the  past,  to 
certify  by  an  engineer  or  someone  that  this  will  absolutely  meet  the 
MCLs.  We  also  need  the  temporary  variance  process  that  we  pro- 
pose for  the  SEAT  to  provide  the  incentive  and  to  remove  the  bar- 
riers of  that  uncertainty  and  that  risk.  And  I  think  it  would  be  a 
further  encouragement  if  that  would  be  allowed. 

So  I  think  that  would  help  motivate  the  system. 

Mr.  Synar.  But  you  do  agree  that  we  need  to  develop  national 
standards  and  guidelines  for  these  new  technologies? 

Mr.  Perciasepe.  I  think  it  would  be  in  everyone's  interest  to  do 
that. 

Mr.  Elder.  Mr.  Chairman,  we  are  also  willing  to  assume  the 
burden  of  identifying  what  qualifies  as  a  small  BAT.  At  this  point, 
we  are  relying  on  each  State  to  make  that  judgment,  and  we  see 
that  as  one  of  the  key  impediments  to  small  BAT  being  more  wide- 
ly used. 

Mr.  Synar.  And  you  also  would  agree  with  the  proposition  that 
we  can't  allow  systems,  whether  they  be  large  or  small,  not  to  have 
trained  operators  because  if  we  don't,  then  we  would  be  throwing 
bad  money  after  good,  wouldn't  we? 

Mr.  Perciasepe.  Well,  there  is  always  that  possibility.  The  State 
I  come  from,  Maryland,  does  have  a  certification  progp^am  for  both 
water  and  waste  water  systems.  There  clearly  is  a  minimum  train- 
ing reauirement.  But  as  we  have  heard,  it  is  not  an  absolute  guar- 
antee, but  it  does  reduce  the 

Mr.  Synar.  You  understood  what  I  said  to  the  earlier  panel.  I  am 
concerned  about  having  a  dual  standard  of  protection  in  this  coun- 
try, one  for  rural  America  and  one  for  city  .Ajnerica.  That  is  not  the 
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goal  of  EPA  by  a  different  sets  of  standards  or,  "discretionary 
power,"  is  it? 

Mr.  Perciasepe.  No,  we  do  not  want  to  have  a  different  set  of 
standards.  In  fact,  we  want  to  have  the  same  set  of  standards.  We 
don't  want  to  lower  the  national  standards  to  accommodate  the 
smaller  systems  either.  We  want  to  provide  flexibility  for  States 
and  small  systems,  as  well  as  time  and  technical  assistance  for 
them  to  get  into  compliance. 

Under  the  current  law,  18  months  after  we  promulgate  an  MCL, 
everybody  has  got  to  be  in  compliance.  It  is  just  impossible  to  do 
that  with  50,000  small  systems.  There  has  got  to  be  a  way  to  do 
it  gradually,  but  with  the  same  goal  in  mind. 

Mr.  Synar.  Does  it  make  sense  to  tie  the  Federal  financial  assist- 
ance to  the  system's  long-term  viabilitv  prospects? 

Mr.  Perciasepe.  I  think  that  would  be  an  important  component, 
particularly  with  the  SRF  that  we  recommended.  But  also  that 
there  should  be  some  long-term  commitment  and  financing  to  get 
viable  systems  and  maintain  them. 

Mr.  Synar.  GAO  noted  that  46  percent  of  the  58,000  community 
water  systems  that  serve  under  100  people  are  privately  or  investor 
owned.  Do  you  think  that  these  private  or  investor-owned  systems 
should  be  eligible  for  technical  and  Federal  assistance? 

Mr.  Perciasepe.  I  think  that  they  are  different  in  that  they  are 
not  owned  by  the  government.  But  I  think  that  they  would  be  able 
to  avail  themselves  of  this  technical  assistance  and  the  certification 
programs  as  well  as  anybody  else. 

Mr.  Synar.  That  would  be  a  change  in  philosophy  at  EPA? 

Mr.  Perciasepe.  Slight. 

Mr.  Synar.  Yes.  Your  testimony  notes,  and  I  found  it  of  great  in- 
terest, that  more  technical  assistance  is  needed;  and  yet  EPA's 
budget  for  1995  zeros  out  the  money  previously  appropriated  for 
the  National  Rural  Water  Association  to  proviae  circuit  riders  to 
give  small  systems  technical  assistance. 

You  know  that  I  am  a  strong  advocate  of  that  program.  So  why 
didn't  you  fight  to  get  it  back  in? 

Mr.  Perciasepe.  Well,  what  fights  occurred  and  didn't  occur  in 
the  development  of  the  President's  budget  will  remain  there.  But 
let  me  just  say  that  we  propose  the  same  budget  that  we  proposed 
last  year,  minus  the  congressional  add-ons.  Even  when  you  correct 
for  tnat,  the  amount  of  money  for  the  public  water  supply  progfram 
did  go  up  slightly. 

And  let  me  just 

Mr.  Synar.  But  you  understand  what  happens  when  you  don't 
put  money  in  your  budget,  don't  you?  You  ruin  your  credibility  with 
small  systems,  don't  you? 

Mr.  Perciasepe.  Let  me  amplify  a  little  bit. 

We  have  some  fairly  comprehensive  proposals  for  reform  to  the 
Safe  Drinking  Water  Act  that  would  provide  a  Federal  fee  system 
to  allow  States  to  have  more  resources  to  provide  this  kind  of  tech- 
nical assistance.  And,  in  addition,  in  the  SRF,  we  have  a  4  percent 
set-aside  for  managing  the  State  SRF  and  1  percent  for  technical 
assistance. 

Mr.  Synar.  But  you  are  passing  the  buck  to  the  States,  Mr. 
Perciasepe.  You  are  the  backstop.  You  are  not  the  fimding. 
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Mr.  Perciasepe,  That  is  right.  But  if  the  SRF  is  allowed  to  be 
used  by  the  States  for  technical  assistance,  the  same  work  can  be 
done  probably  more  appropriately  at  the  State  level. 

Mr.  Synar.  How  many  small  systems  are  potential  candidates  for 
physical  consolidation  or  shared  management? 

Mr.  Perciasepe.  In  our  viability  review,  approximately  50  per- 
cent could  benefit  from  restructuring. 

Mr,  Synar.  Would  you  agree  that  the  viable  small  systems 
should  not  be  forced  to  restructure  simply  because  of  size? 

Mr.  Perciasepe.  You  mean  consolidate?  I  agree  with  that  state- 
ment. If  they  are  viable. 

Mr.  Synar,  You  would  agree  that  nonviable  small  systems 
should  be  given  an  opportunity  to  make  improvements  such  as  im- 
plementing prevention  pollution  programs  versus  consolidation? 

Mr.  Perciasepe.  There  is  an  art  involved  here.  There  is  no 
bright  line  that  this  system 

Mr.  Synar.  I  am  trying  to  get  you  pinned  down 

Mr.  Perciasepe.  I  see  what  you  are  trying  to  do,  and  I  am  trying 
to  say  that  a  nonviable  or  a  potentially  nonviable  system  will  have 
to  be  looked  at  hard  and  long  to  determine  how  long  we  want  to 
expend  resources  on  that  as  opposed  to  some  other  kind  of  restruc- 
turing. I  think  there  should  be  every  opportunity  to  look  at  every 
alternative  available  and  for  a  flexible  system  to  do  that. 

Mr.  Synar.  Mr.  Perciasepe,  it  is  good  to  require  States  to  have 
viability  programs  and  for  EPA  to  issue  guidance  on  what  thev 
mean  by  viability,  but  the  real  need  here  is  for  hard  cash,  period.. 
GAO  noted  that  establishing  the  viability  programs  in  all  States 
would  cost  about  $5  million,  which  doesn't  seem  like  a  lot  when  you 
look  at  the  potential  cost  savings  to  States  and  EPA.  Will  the  Fed- 
eral Government  make  this  $5  million  available  to  assist  the  States 
or  not? 

Mr.  Perciasepe.  Our  proposal  is  that  there  would  be  a  fee  sys- 
tem. We  would  hold  the  funding  we  have  constant  in  the  Federal 
budget.  We  would  provide  resources  through  a  fee  system  to  States 
so  that  they  could  have  the  flexibility  of  either  using  Federal  funds 
or  those  fees  for  that  kind  of  assistance  as  well  as  a  set-aside  on 
the  SRF  when  authorized.  The  answer  is  yes. 

Mr.  Synar.  I  like  that  answer.  This  is  a  measley  $5  miUion  that 
could  solve  a  lot  of  problems. 

Mr,  Perciasepe.  Agreed. 

Mr.  Synar.  Mr.  Mica,  do  you  have  any  more  questions? 

Mr.  Mica.  Yes,  Mr.  Chairman. 

In  my  overly  generous  mood  toward  EPA  today  I  would  like  to 
give  you  the  opportunity  to  respond — you  were  cutoff  earlier. 

There  are  two  criticisms  in  the  report.  It  doesn't  matter  what 
page.  It  says  EPA  has  yet  to,  one,  revise  the  priorities  of  its  own 
drinking  water  program  to  place  greater  emphasis  on  developing 
and  implementing  viability  programs.  Sort  of  in  conclusion,  what 
do  you  want  to  say  to  that  charge?  And  then  we  will  get  to  the  next 
one. 

Mr.  Perciasepe.  Jim  can  answer  that. 

Mr.  Elder,  Mr,  Mica,  I  read  that  criticism  in  the  report,  I  don't 
completely  agree  with  it  because  the  guidance  that  I  issued  in  June 
1992  was  directed  at  priorities  within  existing  regulations. 
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At  this  time,  there  is  no  statutory  requirement  for  us  to  do  any- 
thing on  viability  nor  do  we  have  any  regulations  pursuant  to  via- 
bility, so  I  thought  that,  were  I  to  push  viabilitv  harder  at  that 
time,  it  would  have  added  to  this  issue  about  unfunded  mandates. 
That  is  why  we  are  seeking  statutory  change  to  have  statutory  re- 
quirement for  viability  and  the  financial  backing  Mr.  Perciasepe 
talked  about, 

Mr.  Mica.  The  second  charge  says,  EPA  has  yet  to  work  with 
Congress  to  ensure  that  the  proposed  requirement  that  States  de- 
velop viability  programs  is  accompanied  by  a  detailed  and  realistic 
funding  strategy  for  implementation. 

Mr.  Elder.  T  believe  that  our  package  of  recommendations  that 
were  presented  in  September  do  provide  that  strategy  for  making 
this  work. 

Mr.  Mica.  Would  you  see  any  reason  wlw  you  couldn't  exempt 
systems  under  100 — ^that  serve  under  100  if*^ there  were  some  gen- 
eral compliance  regulations  that  States  could  enforce? 

Mr.  Perciasepe.  Exempt  them  from  what? 

Mr.  Mica.  From  Federal  statutory  requirements,  monitoring, 
some  of  these  other  things. 

Mr.  Perciasepe.  Yes,  I  think  that  I  would  be  opposed  to  having 
a  class  of  water  systems  that  are  totally  exempt  from  having  to  go 
through  some  kind  of  viability  process  and  some  kind  of  an  ap- 
proach to  getting  on  a  small  system. 

Mr.  Mica.  Don't  you  have  them  anyway  now,  most  of  them, 
under  100? 

Mr.  Perciasepe.  Do  we  have  systems  now  that  serve  under  100 
people  that  are  not  in  compliance  because  current  law  says  they 
have  to  meet  these  MCL's  in  18  months?  We  want  more  time  and 
more  alternatives  for  how  they  do  it. 

Mr.  Mica.  They  will  be  out  of  compliance  in  18  months  if  they 
don't  institute  some  fairly  costly  provisions,  alterations. 

Mr.  Perciasepe.  Whether  they  are  costly  or  not  I  can't  predict, 
but  we  have  proposed  to  Congress  that  they  be  given  more  time 
and  more  flexibility. 

Mr.  Mica.  I  think  you  have  probably  broken  this  cost  up  for  com- 
ing into  compliance.  How  about  the  share  that  would  be  borne  by 
the  systems  that  serve  100  and  under?  Any  idea  what — is  that 
most  of  the 

Mr.  Perciasepe.  In  our  report  to  Congress,  the  so-called  Chafee- 
Lautenberg  report  that  we  released  in  the  fall,  shows  some  of  the 
cost  curves  by  system  size.  And  you  are  correct.  The  costs  do  go  up 
sometimes  10  times  more 

Mr.  Mica.  Take  Mr.  Ellis.  You  gave  him  a  system  that  costs 
$10,000  and  technical  assistance  and  initial  assistance — I  am  not 
sure  how  it  was  set  up,  but  it  was  probably  $1,000  per  subscriber. 
If  you  sent  that  bill — ^that  is  just  the  bill  for  instituting  the  system, 
not  for  operational  costs  for  which  he  doesn't  have  the  money — and 
you  multiply  that  over  the  country  vou  would  look  at  some  pretty 
astounding  water  bills  to  pass  onto  tne  consumer,  wouldn't  you? 

Mr.  Perciasepe.  The  numbers  that  he  had,  again,  $6,000  or  so 
that  he  was  talking  about — $4,000 — most  capital  costs  are  amor- 
tized over  time,  and  we  are  proposing  a  low  or  zero  interest  loan 
program  so  that  they  could  amortize  it  over  a  long  period  of  time. 
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The  other  things  that  we  are  proposing  besides  small  systems 
BAT — and  maybe  that  is  not  the  right  one.  Maybe  there  is  another 
we  need  to  develop.  If  it  does  require  salt  maybe  there  is  a  way 
to  do  bulk  purchasing  by  the  States. 

Mr.  Mica.  The  other  item  would  be  some  alternative  technologies 
that  could  be  certified.  Would  you  be  in  favor  of  setting  up  some 
type  of  a  program  where  you  could  do  that  and  have  the  vendor 
pay  a  fee  in  a  broader  sense  for  some  of  these  systems,  point  of  use 
and  point  of  entry,  and  also  for  small  systems  operation? 

Mr.  Perciasepe.  In  our  proposal  we  are  talking  about  a  small 
system  technology  program  that  would  give  EPA  the  ability  to  look 
at  technologies  by  system  size,  by  contaminant,  and  it  won't  be  ex- 
cluded looking  at  point  of  entry  and  point  of  use. 

Mr.  Mica.  But  wouldn't  that  be  kind  of  encouraging  to  the  pri- 
vate sector  to  find  those  cost-effective  solutions  and  to  make  prod- 
ucts available,  technical  applications  to  resolve  some  of  these  prob- 
lems? 

Mr.  Perciasepe.  If  the  Congress  makes  it  clear 

Mr.  Mica.  That  is  not  part  of  any  of  the  proposals  I  have  seen, 
is  it? 

Mr.  Perciasepe.  Maybe  we  are  talking  past  each  other  here,  but 
I  think  our  proposal  is  to  give  us  flexibility  to  develop  small  sys- 
tems, BAT.  I  think  if  Congress  gives  us  that  authority  that  will  be 
a  message 

Mr.  Mica.  But  you  don't  have  any  money  and  didn't  request  any 
in  that  area,  did  you? 

Mr.  Perciasepe.  No. 

Mr.  Mica.  OK.  Thank  you,  Mr.  Chairman. 

Mr.  Perciasepe.  We  are  waiting  for  reauthorization  to  have  the 
authority  to  do  it. 

Mr.  Synar.  But  you  could  have  asked  for  it  in  the  budget  in  an- 
ticipation of  that,  couldn't  you? 

Mr.  Perciasepe.  That  is  always  true. 

Mr.  Synar.  Should  money  for  the  SRF  be  made  available  to  carry 
out  its  prevention  programs? 

Mr.  Perciasepe.  There  is  an  interesting  juxtaposition  of  the 
Clean  Water  Act  and  the  Safe  Drinking  Water  Act.  In  the  adminis- 
tration's proposal  on  the  Clean  Water  Act,  we  are  also  proposing 
watershed  management  programs  that  can  dovetail  with  source 
protection  programs  under  the  Safe  Drinking  Water  Act.  And  we 
would  like  to  see  flexibility  in  all  the  funding  sources  to  provide 
more  watershed  and  source  water  protection,  particularly  applying 
the  clean  water  revolving  fund  to  watershed  projects  as  well  as  the 
Safe  Drinking  Water  Act  revolving  fund  to  the  treatment  facilities. 

Mr.  Synar.  Is  that  a  yes? 

Mr.  Perciasepe.  Yes. 

Mr.  Synar.  Thank  you.  That  is  a  change  from  your  predecessor 
who  in  the  spring  fought  the  Energy  and  Commerce  Committee, 
who  wanted  to  do  that  very  thing. 

GAO  noted  that  EPA  has  consistently  underestimated  the  cost  of 
regulation  of  the  systems.  You  predicted  that  the  funding  will  grow 
wider  and  wider,  and  they  predicted  the  funding  gap  will  grow 
wider  and  wider. 
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In  your  prepared  testimony  you  say  we  need  to  help  States  over- 
come the  resource  shortages,  and  you  recommend  requiring  States 
to  obtain  sufficient  State  resources.  You  go  on  to  say,  "provide  cri- 
teria for  determining  sufficient  program  resources  for  State  drink- 
ing water  programs. 

I  have  to  say  I  think  EPA  is  punting  the  hard  decisions  about 
the  funding  problems  to  the  States,  and  I  think  if  I  brought  Mr. 
Clark  back  up  here  he  would  tell  you  the  same  thing.  Isn't  that 
what  you  are  saying  in  your  testimony? 

Mr.  Perciasepe.  Where  did  my  testimony  come  from?  About  40 
States  already  charge  some  kind  of  a  fee  in  their  programs  of  one 
sort  or  another.  We  need  to  find  what  it  is  that  we  need  for  a  pri- 
macy program  in  a  more  open  and  collaborative  fashion  with  the 
States,  including  things  that  are  clearly  going  to  be  cost-effective 
over  the  long  haul. 

Once  we  do  that  we  need  to  look  at  a  three-legged  stool  for  that 
funding  to  stand  on:  State  funds.  Federal  fUnds  and  funding  fVom 
the  people  who  will  be  directly  benefiting  fi*om  a  good  State  pri- 
macy program,  that  is,  the  users  of  the  water  systems.  There  need 
to  be  some  quid  pro  quos  there  that  in  coming  up  with  the  pennies 
a  month  that  it  will  need  to  help  fund  that  third  leg  of  the  stool, 
that  the  kind  of  wEiiver  programs,  the  kind  of  viability  tests  that 
are  going  to  reduce  the  long-haul  costs,  all  those  things  have  to  be 
the  quid  pro  quos 

Mr.  SwAR.  You  could  be  putting  75  in  and  you  are  putting  in 
35.  Mr.  Clark  argued  he  would  take  50/50.  The  point  is  that  if  you 
are  so  committed  to  administering  this  drinking  water  program 
why  did  you  reduce  the  funding  for  the  State  drinking  water  grant 
in  the  budget  proposal? 

Mr.  Perciasepe.  Because  we  made  these  other  proposals. 

Mr.  Synar.  But  based  upon  history  States  have  it  pretty  right 
that  you  are  not  really  committed  to  it  on  the  funding  end  of  it, 
or  you  are  passing  the  buck. 

Mr.  Perciasepe.  No.  I  think  we  are  proposing  to  share  the  three- 
legged  stool. 

Mr.  Synar.  Your  leg  is  coming  out  is  the  problem.  Wouldn't  a  re- 
quirement that  the  Federal  Government  share  equal  financial  re- 
sponsibility for  the  program  with  the  States  address  the  problems 
that  Mr.  Cflark  talked  about? 

Mr.  Perciasepe.  Equal  share.  If  you  buy  into  a  50/50  cost  and 
you  go  through  the  definition  of  what  the  shortfall  is,  $160-$  170 
million,  the  answer  would  be,  if  we  shared  it,  50/50. 

Mr.  Synar.  Gentlemen,  thank  you.  I  invite  you  to  stay  with  us 
for  the  last  panel  and  get  a  total  picture  of  wnere  we  are  moving 
with  safe  drinking  water. 

Our  final  panel  is  Ms.  Velma  Smith,  Friends  of  the  Earth;  Steve 
Levy,  executive  director  of  the  Maine  Rural  Water  Association  on 
behalf  of  the  National  Rural  Water  Association;  Erik  Olson,  NRDC; 
and  Kathleen  Stanley,  executive  director  of  the  Rural  Community 
Assistance  Program,  Leesburg,  VA. 

Do  you  have  objection  to  bemg  sworn? 

[Witnesses  sworn.] 

Mr.  Synar.  Let  me,  first  of  all,  thank  vou  for  being  patient.  We 
have  been  here  for  some  time,  but  I  think  it  is  an  important  area. 
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Your  entire  testimony  will  be  made  part  of  the  official  record. 
Please  summarize  within  5  minutes. 
Ms.  Smith. 

STATEMENT  OF  VELMA  M.  SMITH,  FRIENDS  OF  THE  EARTH, 

WASHINGTON,  DC 

Ms.  Smith.  Thank  you,  Mr.  Chairman.  I  will  jump  right  in. 

I  think  that  there  is  one  point  that  many  of  us  here  would  agree 
on.  That  is,  that  the  Nation  is  in  the  midst  of  a  drinking  water  cri- 
sis. The  genesis  of  the  crisis  is  the  point  in  hot  debate. 

As  you  point  out,  some  look  at  this  and  say  it  has  been  brought 
on  by  overregulation.  They  believe  that  the  problems  we  face  can 
be  addressed  by  weakening  the  Federal  law  and  letting  States  and 
localities  call  the  shots. 

Friends  of  the  Earth  believes  that  the  overregulation  assessment 
is  a  grave  misdiagnosis  of  a  much  more  complex  and  long-festering 
problem.  A  crisis  in  drinking  water  has  been  building  for  many 
years. 

In  1970,  the  Assistant  Surgeon  General  warned  of  an  immediate 
need  in  many  localities  for  upgrading  present  water  treatment  and 
distribution  practices. 

In  1978,  the  national  demonstration  water  project  concluded  that 
over  6.5  million  Americans  served  by  community  water  systems 
were  using  water  that  did  not  meet  the  1970  Public  Health  stand- 
ards. 

In  1980,  EPA  concluded  that  many  small  systems  did  not  meet 
drinking  water  standards  because  of  serious  financing  or  operating 
problems. 

In  1987,  the  National  Council  on  Public  Works  Improvement  cau- 
tioned that  many  small  water  systems,  as  currently  managed  and 
operated,  constitute  a  significant  threat  to  Public  Health. 

New  regulations  adopted  since  1986  have  underscored  these 
long-standing  problems;  they  did  not  cause  them.  On  the  contrarv, 
the  amendments  which  pressed  for  an  updated  definition  of  potable 
may  help  to  address  significant  weaknesses  in  the  Nation's  ap- 
proach to  the  domestic  water  supply. 

Attempts  to  deregulate  will  not  cure  the  Nation's  water  ills.  They 
may  mask  a  few  symptoms,  but  they  will  only  aggravate  the  root 
causes  of  the  crisis:  the  absence  of  a  national  commitment  to  safe 
reliable  water  supplies  for  all  Americans;  a  lack  of  water  system 
planning  and  coordination  at  the  State  level;  and  a  long  history  of 
underinvestment  in  critical  water  infrastructure  development  and 
maintenance. 

The  Nation  that  boasts  the  best  water  in  the  world  relies  upon 
a  water  delivery  system  that  reaches  too  few  people  and  relies  on 
thousands  of  tiny  components,  many  of  which  are  ill-equipped  to 
deal  with  the  broad  range  of  current  public  health  risks.  There  are 
too  many  small,  nonviable  drinking  water  systems. 

We  can  and  should  do  better.  We  believe  Congress  can  change 
the  reality  by  crafting  solutions  of  several  parts:  one,  a  restructur- 
ing of  the  water  delivery  system — not  an  overnight  overhaul  but  a 
deliberate  push  for  physical  or  managerial  consolidation  of  small, 
nonviable  drinking  water  systems  wherever  feasible. 
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Some  States  such  as  Connecticut  and  Maryland  have  been  lead- 
ers in  this  area.  Others,  including  North  Carolina,  have  not  adopt- 
ed comprehensive  programs  but  have  some  success  with  consolidat- 
ing nonviable  systems.  In  some  areas,  it  is  the  public  utility  com- 
missioners that  have  been  the  innovators  and  the  leaders. 

Second,  we  need  a  much-improved  triage  system  for  identifying 
and  correcting  existing  water  system  problems.  This  component  re- 
lies on  a  mix  of  technical  assistance  and  enforcement. 

Third,  as  you  have  reiterated  several  times,  we  need  increased 
investment  in  drinking  water. 

We  also  believe  that  there  should  be  a  clear  priority  for  any  Fed- 
eral spending  today  to  go  toward  reducing  the  number  of  nonviable 
systems.  If  over  time  the  size  of  the  regulated  universe  is  made 
more  manageable,  then  administrative  cost  savings  can  be  realized 
and  future  Federal  outlays  can  be  targeted  to  needy  communities. 

We  should  target  future  assistance  to  communities  which  do  not 
have  the  opportunity  to  consolidate.  In  fact,  we  believe  that  if  we 
do  the  right  thing  it  would  be  reasonable  to  consider  helping  very 
small,  very  needy  systems  with  their  operation  and  maintenance 
costs. 

There  should  be  a  stronger  integration  of  pollution  prevention. 
The  tools  for  enforcement  should  be  made  compatible  with  the 
Clean  Water  Act.  System  recordkeeping  should  be  improved.  And 
we  believe  Congress  should  shift  a  portion  of  the  cost  for  monitor- 
ing from  water  users  to  polluters. 

The  Clinton  administration  proposal  for  reauthorization  address- 
es not  all  of  these  points  but  much  of  what  we  believe  is  critical 
for  drinking  water  reform.  We  support  the  proposal  as  a  sensible 
proposition  for  reinventing  how  the  government  deals  with  assur- 
ing safe  drinking  water.  We  heartily  endorse  State  revolving  loan 
funds,  and  we  agree  that  small  system  viability  programs  should 
be  required  as  a  condition  of  primacy. 

We  would  also  support  a  mandate  for  States  to  adopt  a  monitor- 
ing waiver  program,  not  requiring  that  they  grant  all  requested 
waivers  but  that  they  establish  appropriate  criteria  and  procedures 
for  considering  waivers. 

I  would  like  to  conclude  by  saying  that  we  don't  believe  that 
there  should  be  dual  standards.  People  in  small  areas  or  rural  com- 
munities should  have  the  same  safety  of  water  as  large  areas. 

We  also  don't  believe  that  drinking  water  is  just  a  local  issue. 
Unsafe  tap  water  doesn't  move  from  the  kitchens  of  one  home  to 
the  kitchens  of  another,  but  people  move.  And  not  since  the  advent 
of  the  interstate  highway  system,  the  growth  of  the  airline  industry 
or  the  development  of  20th  century  commuting  patterns  has  drink- 
ing water  supply  been  a  truly  local  issue. 

Surely  it  makes  sense  for  all  of  us  to  pitch  in  together  to  assure 
safe,  dependable  water  all  across  America.  We  think  that  is  what 
the  administration's  proposal  is  all  about,  and  we  hope  that  that 
will  be  what  members  of  this  committee  choose  to  work  toward. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Ms.  Smith  follows:] 
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"  The  Safe  Drinlung  Water  Act 


Good  afternoon.  Mr.  Chairman,  Members  of  the  Committee.  I  am  Velma  Smith,  Director 
of  the  GroundwatCT  Protection  Project  for  Friends  of  the  Earth.  Friends  of  the  Earth  is  a  national, 
nonprofit  environmental  organization  with  affiliates  in  SO  countries  across  the  globe.  On  behalf 
of  Friends  of  the  Earth,  I  thank  you  for  this  opportunity  to  testify. 

As  yon  know,  yoor  topic  today  is  a  critical  one  for  public  health  protection.  Studies  by 
the  Environmental  Protection  Agency  and  its  Scientific  Advisory  Board  have  ranked  drinking 
water  in  the  top  four  environmental  health  risks  facing  the  nation.  In  the  words  of  the  Director 
of  the  Pennsylvania  drinking  water  progiun,  our  drinking  water  regulatory  programs  are  "the  'last 
line  of  defense'  to  protect  children  and  other  sensitive  populations  from  lead,  synthetic  organic 
chemicals,  radon,  and  microbiological  contaminants...''' 


*Man«»>.  Fledericfc  A.  Tedimany  of  the  Anocution  of  State  Drinking  Water  Admintslralan  befoie  the 
Sdbcammittee  on  HUD  and  Independent  Agencies.  Camminee  on  Appropriations,  United  States  House  of 
Rtpie^nlstives.  April  1988. 
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Unfortunately,  however,  though  few  would  argue  with  the  importance  of  drinking  water, 
the  nation  has  not  backed  up  that  priority  with  adequate  attention  and  resources.  Thus,  today  we 
find  that  many  in  this  room  and  diroughout  the  country  would  agree  that  the  United  States  is  in 
the  midst  of  a  drinking  water  crisis. 

Rates  of  violations  are  exceedingly  high  and  expected  to  go  higher,^  many  water  systems 
have  for  years  operated  without  the  financial  or  managerial  capacity  to  deal  with  contingencies 
are  cotTq>laining  loudly  about  new  safety  requirements;  and  state  bureaucracies  are  straining  under 
shrinking  budgets.  The  situation  is  grim. 

Some  look  at  this  situation  and  argue  that  it  has  been  brought  on  by  "oveiregulation. 
These  people  believe  that  the  1986  reauthorization  of  the  Safe  Drinking  wato-  Act  was  the 
genesis  of  this  crisis  and  that  the  problems  we  face  can  best  be  addressed  by  substantially 
weakening  the  Safe  E>Tinking  Water  Act  and  letting  the  states  and  localities  call  the  shots  on  how 
we  judge  the  safety  of  drinking  water  from  one  community  to  the  next 

But  the  "oveiTegUlation''  assessment  is  a  grave  misdiagnosis  of  a  much  more  complex  and 
long-festering  problem. 

A  Long-Standing  Problem 

A  crisis  in  drinking  water  has  been  building  for  many  years,  and  without  new  programs 
to  address  long-standing  problems,  this  crisis  would  have  manifested  itself  -  at  some  point  in 
time  —  with  water  system  shutdowns,  r^idly  escalating  vfOta  rates,  and  declining  water  quality. 

*  Over  20  years  ago,  the  Assistant  Surgeon  General  warned  of  an  "immediate  need,  in 
many  localities  for  upgrading  present  water  treatment  and  distribution  practices."^ 

*  In  1978,  the  National  Demonstration  Water  Project  concluded  that  over  6.S  million 
Americans  served  by  conununity  water  systems  were  using  water  that  did  not  meet  the 


'Acconling  to  data  in  EPA's  Federal  Repotting  Data  System  (FRDS).  during  fiscal  year  1991,  nearty  28  percent 
of  the  community  systems  were  in  violation  of  the  basic  water  quality  requirements  for  which  stales  were  then 
npotting  data  to  the  EPA.  According  to  the  database,  about  20  percent  of  the  nontransient,  noncommunity  systems 
serving  schools,  Eactories  and  a  variety  of  businesses  violated  the  law  in  1991. 

EPA's  compliance  report  does  not  provide  data  on  violation  rates  among  systems  serving  the  travelling 
public,  but  die  compliance  picture  here  may  be  even  worse.  A  1988  audit  by  the  EPA  Office  of  Inqiector  General 
indicated  major  compliance  problems  with  the  so-called  non-community  water  systems,  which  save  approximately 
36  million  people.  The  IG  audit  revealed  that  inventories  of  these  systems  were  incompl^e  and  that  the  data 
rqxxted  to  EPA  'was  erroneous  and  substantially  understated  the  extent  of  reportable  violations."  These  deficiencies 
were  found  de^te  the  fact  that  45  percent  (rf  all  reported  U.S.  watertxxne  disease  outbreaks  were  attributable  to  non- 
community  water  systems. 

^Bureau  of  Water  Hygiene,  U.S.  Public  Health  Service,  Community  Water  Supply  Study:  Signincance  of 
Natioaal  Findings,  1970,  reprinted  by  the  Environmental  Protection  Agency,  Office  of  Water  Supply,  1975. 


123 


1970  Public  Health  standards.* 

*  In  1980,  EPA  concluded  that  many  small  systems  could  not  meet  drinking  water 
standards  because  of  "serious  financing  and/or  operating  problems.' 

*  And  in  1987,  the  National  Council  on  Public  Worics  Improvement  cautioned  that 
"...many  small  water  systems,  as  ourently  managed  and  operated,  constitute  a  significant 
threat  to  public  health." 

New  regulations  adopted  since  the  passage  of  the  Safe  Drinking  Water  Act  Amendments 
of  1986  have  underscored  the  persistence  of  these  long-standing  problems;  they  did  not  cause 
them. 

On  the  contrary,  the  amendments  to  the  Safe  Drinking  Water  Act  which  pressed  for  a  20th 
century  definition  of  "potable"  may  help  to  address  significant  weaknesses  in  the  nation's 
approach  to  domestic  water  supply.  According  to  the  National  Regulatory  Research  Institute,  the 
long-term  effect  of  the  Act  may  be  "positive,"  improving  technical  assistance,  stimulating 
technological  innovation  and  forcing  much  needed  restructuring  of  the  water  supply  industry. 
In  the  Institute's  words, 

...deregulation  in  no  way  solves  the  persistent  problems  of  small  water  systems  and,  in 
fact,  may  make  matters  worse  by  eliminating  oversight  as  well  as  opportunities  for 
authoritative  intervention.  Regulation  can  enhance  survival  by  compelling  utilities  to 
improve  their  technical,  financial,  and  managerial  performance.  Another  important  role 
for  regulators  is  to  promote  restructuring  of  the  water  supply  industry  as  opportunities 
arise  to  make  it  more  efficient  and  ultimately  more  viable.* 

Attempts  to  "deregulate"  or  to  redeHne  noncompliance  into  compliance  will  not  cure  the 
nation's  water  ills.  While  they  may  mask  a  few  symptoms,  they  will  only  aggravate  the  root 
causes  of  the  crisis: 

*  the  absence  of  a  national  commitment  to  safe,  reliable  water  supplies  for  all  Americans; 

*  a  lack  of  water  system  planning  and  coordination  at  the  state  level;  and 


National  Demonstration  Water  Project,  Drinking  Water  Supplies  in  Rural  America,  1978. 

'U.S.  Environinental  Protection  Agency,  Office  of  Drinidng  Water,  Small  Sj«tem  Strategy  for  Public  Water 
Supply  Systems  -  Safe  Drinking  WaUr  Act,  interim  final  policy  published  for  public  comment,  45  FR  40222, 
June  13.  1980. 

*Beecher,  Janice  A.,  Richard  Dreese  and  James  R.  Landers,  Viabflity  Policies  and  Assessment  Methods  for 
Small  Water  Utilities,  Natiofia]  Regulatoiy  Research  Institute,  1992. 
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*  a  long  history  of  underinvestment  in  critical  water  infirastructure  development  and 
maintenance. 

As  we  enter  die  21st  century,  the  nation  that  boasts  of  the  best  water  in  the  world  relies 
upon  a  water  "delivery  system"  that  not  only  reaches  too  few  people^  but  also  relies  on 
thousands  of  tiny  components,  many  of  which  are  ill-equipped  to  deal  with  the  broad  range  of 
current  public  health  threats. 

Today,  there  are  nearly  200,000  "public"  water  systems  in  this  country,  including  close 
to  60,000  community  water  systems  and  approximately  115,000  systems  serving  the  travelling 
public.  Of  the  community  water  systems,  the  vast  majority  —  nearly  90  percent  -  are  small 
systems.  In  fact,  over  37,000  systems  are  defined  by  EPA  as  "very  small,"  serving  500  or  fewer 
people. 

Small,  Nonviable  Systems 

These  small  systems  —  as  documented  by  numerous  reports  —  account  for  a 
disproportionate  share  of  Safe  Drinking  Water  Act  violations.*  Small  systems  also  appear  to 
share  disproportionately  in  some  of  the  characteristics  that  contribute  to  this  dismal  compliance 
record:  "deficient  capital,  unskilled  management,  slipshod  accounting...,  substandard  water 
quality "*  For  many  small  systems, 

I tjechnical  problems  drain  financial  resources  andfivstrate  managers.  Financial  crises 
make  technical  and  managerial  improvements  impossible.  Managerial  weaknesses 
aggravate  technical  difficulties  and  present  a  barrier  to  raising  financial  resources.^" 


'Many  Americans  simply  do  without  drinking  water  delivered  bom  indoor  plumbing.  The  statistics  backing  up 
this  grim  reality  are  difficult  to  ascertain,  but  the  1990  census  data  indicate  that  over  a  million  homes  -  or 
approximately  3  million  people  -  lack  complete  plumbing.  This  statistic  may  overcount  the  number  of  homes 
without  drinking  water  because  it  includes  homes  without  indoor  sanitary  sewage  facilities.  On  the  other  hand,  the 
number  may  be  low  because  it  does  not  include  homes  with  access  to  unsafe  water  sources,  such  as  bored,  uncased 
wells. 

In  FY  1990,  small  drinking  water  systems  accounted  for  a  full  90  percent  of  the  community  water  system 
violations.  In  addition,  small  systems  accounted  for  88  percent  of  what  EPA  tenns  'significant  noncompliers,' 
according  to  EPA's  Restructuring  Manual,  December  1991. 

Even  beyond  the  problems  which  small  systems  may  impose  on  their  operators  and  their  customers,  there 
are  additional  difficulties  small  systems  may  be  a  thorn  in  the  side  of  the  regulator  simply  because  they  are  so 
numerous  and  so  needy.  Many  state  water  agencies  are  fining  that  they  are  spending  up  to  cne-half  of  their  time 
on  the  problems  of  small  water  systems. 

'Davis,  Vivian  Witldnd,  et  al,  CommissioD  Regulation  of  Small  Water  Utilities:  Outside  Resources  and 
Their  Effective  Uses,  National  Regulatory  Research  Institute,  August  1984. 

"%eecher,  Janice  Al,  G.  Richard  Dreese  and  James  R.  Landers,  Viability  Policies  and  Assessment  Methods 
for  SmaU  Water  Utilities,  National  Regulatory  Research  Institute,  June  1992. 
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In  too  many  instances,  the  small  water  system  operator  steps  into  this  cycle  of  frustration 
with  a  decided  disadvantage:  the  water  system  is  simply  too  small,  too  poorly  designed  or  too 
poorly  constructed  to  survive.  Working  from  unrealistic  estimates  of  need,  the  water  system 
planners  may  have  overbuilt  or  undersized  system  components,  including  storage,  pumps, 
distribution  lines  or  treatment  operations.  Inferior  components  may  be  subject  to  rapid 
deterioration  or  actually  unrepairable;  valves  which  allow  the  operator  to  isolate  portions  of  the 
system  during  repairs  may  be  missing;  records  on  the  location  and  status  of  the  distribution  lines 
may  not  exist" 

Lest  anyone  here  presume  you  would  have  to  travel  to  the  coalfields  of  Appalachia, 
migrant  labor  camps,  or  sparsely  populated  lands  of  the  western  U.S.  to  encounter  such  systems, 
consider  that  about  one-half  of  the  "very  small"  systems  are  within  the  boundaries  of  the  U.S. 
Census  Bureau's  Standard  Metropolitan  Statistical  Areas  (SMSAs)."  Consider  that  in 
Washington  State,  regulators  have  found  40  percent  of  systems  serving  less  than  1,000  people 
within  one-half  mile  of  another  system,"  that  public  utility  regulators  in  the  State  of 
Connecticut  likewise  report  a  concentration  of  small  systems  in  densely  developed  areas,'*  and 
that  a  review  by  Friends  of  the  Earth  of  EPA  and  State  of  Mississippi  data  on  water  systems  in 
that  State  shows  a  concentration  of  small  systems  serving  fewer  than  50  people  in  the  more 
densely  populated  areas  such  as  Biloxi  and  Jackson. 

In  other  words,  some  systems  tolerate  poor  economies  of  scale  because  they  have  no  other 
choice.  In  some  parts  of  the  country,  a  small  water  system  is  the  only  feasible  means  of 
delivoing  potable  water.  But  in  many,  many  areas,  water  systems  are  small,  not  out  of  necessity 
but  out  of  choice. 

Some  involved  in  this  debate  recognize  the  existence  -  if  not  the  location  ~  of  these 
systems,  and  they  argue  that  we  must  make  regulations  that  these  systems  can  live  with.  But 
discussions  of  "affordability"  quickly  reach  the  point  of  absurdity,  when  existing  systems  can  ill 
afford  to  deal  with  distribution  line  breaks,  burned  out  pumps,  simple  coliform  testing  or  keeping 
rats  out  of  a  water  tank. 


"McQueen.  James  R..  Takeover  of  Small  Failing  Water  Systems,*  Proceedings  of  tbc  Annual  Conference 
of  tbe  American  Water  Works  Association,  1991. 

"U.S.  Environmental  Protection  Agency.  Technical  and  Ecoaomic  Capacity  of  States  and  Public  Water 
Systems  to  Implement  Drinking  Water  Regulations:  Report  to  Congress,  September  1993. 

"U.S.  Environmental  Protection  Agency,  Technical  and  Economic  Capacity  of  States  and  Public  Water 
Systems  to  Implement  Drinkfaig  Water  Regulations:  Report  to  Congress.  September  1993  and  Washington  State 
Dqjartment  of  Health.  Environmental  Health  Programs,  Division  of  Drinking  Water.  Small  Water  Systems: 
Problems  and  Proposed  Solutions,  1991. 

'^Personal  conununications  of  Velma  Smith.  Friends  of  the  Earth,  with  staff  of  the  Connecticut  Depattment  of 
Public  UtiUty  Control. 
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And  if  we  continue  to  focus  the  nation's  drinking  water  debate  on  bringing  definitions  of 
water  safety  down  to  the  lowest  common  denominator,  then  those  who  can  afford  to  should  sign 
op  now  for  Great  Bear  or  Poland  Springs  delivery  and  buy  stock  in  botded  water. 

An  Agenda  for  Reform 

But  Friends  of  the  Earth  believes  we  can  and  should  do  better.  If  we  step  away  ftom 
what  amount  to  ideological  debates  and  instead  examine  the  problem  in  full,  we  can  invent  new, 
creative  approaches  to  bringing  safe,  dependable  and  affordable  water  to  all  Americans.  We 
believe  that  Congress  can  change  the  current  reality  of  failing  drinking  water  systems  in  an  age 
of  growing  pollution  by  crafting  solutions  of  several  parts. 

First,  a  restructuring  of  the  water  delivery  system.  Not  an  overnight  overhaul  but  a 
deliberate  and  reasonable  push  for  physical  and/or  managerial  consolidation  of  small, 
nonviable  drinking  water  systems,  whoever  feasible. 

Second,  a  much  improved  triage  system  for  identifying  and  correcting  existing  water 
system  problems.  This  component  relies  on  a  careM  mix  of  technical  assistance  and 
enforcement;  its  success  is  folly  dependent  upon  small  systems  remaining  in  the  currently 
regulated  community  and  retaining  a  compelling  motivation  to  act  to  correct  their 
deficiencies. 

Third,  increased  investment  in  drinking  water,  with  a  clear  priority  for  any  federal 
spending  today  to  go  toward  reducing  the  number  of  weak  links  in  the  nation's  water 
deliver  system.  If,  ovct  time,  the  size  of  the  regulated  universe  is  made  more 
mananageable  and  the  capacity  of  that  universe  to  deal  with  new  pollution  threats  and 
changing  scientific  information  is  improved,  then  administrative  cost  savings  can  be 
realized  and  any  future  federal  outlays  can  be  carefully  targeted  to  needy  communities. 
In  our  view,  the  most  appropriate  public  policy  would  be  to  target  future  assistance  to 
communities  for  which  distance  on  a  map  or  other  simple  facts  of  geography  dictate 
reliance  on  a  water  system  with  disproportionately  high  per  c^ita  costs.*^ 

In  addition  to  these  three  priorities,  we  believe  that  there  are  other  things  a  reauthorization 
of  the  Safe  Drinking  Water  Act  should  seek  to  accomplish.  There  should  be  a  stronger 
integration  of  pollution  prevention  and  water  protection  into  the  drinking  water  program;  the  tools 
for  enforcement  should  be  improved  and  made  more  compatible  with  those  available  under  the 


"As  would  be  expected,  the  smaller  the  system,  the  more  it  may  q)end  per  person  served.  The  Congressional 
Budget  Office  in  Financing  Municipal  Water  Supply  Systems,  May  1987,  found  the  difference  in  coital  spending 
for  water  systems  significant:  AcccMxiing  to  CBO.  systems  serving  more  than  1  million  customers  would  spend  an 
average  of  less  then  $6.00  on  capital  improvements  per  person  per  year;  systems  serving  between  2.500  and  5,000 
people  would  spend  close  to  $40.00  per  person  per  year.  CBO  also  found  that  the  economies  of  scale  were  greater 
for  water  treatment  facilities  than  for  distnbution  systems,  with  per  capita  expense  for  treatment  averaging  95  percent 
less  for  the  largest  systems  in  comparison  with  the  smallest  systems. 
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Qean  Water  Act;  system  and  state  record-keeping  should  be  improved;  and  --  if  not  during  this 
reaothorization,  then  as  soon  as  possible  after  —  Congress  should  shift  a  portion  of  the  costs  of 
clean  water  firom  water  users  to  water  polluters.  User  fees  placed  on  the  pulp  and  paper  industry, 
for  example,  should  be  used  to  pay  for  dioxin  testing  where  necessary,  and  fees  on  pesticide 
production  should  be  used  to  offset  the  cost  of  pesticide  monitoring  for  medium  and  small 
systems. 

The  Clinton  Administration's  proposal  for  Safe  Drinking  Water  Act  reauthorization 
addresses  not  all  of  these  points  but  much  of  what  we  believe  is  the  critical  agenda  for  drinking 
water  reform.  We  support  this  proposal  as  a  sensible  proposition  for  "reinventing"  how  the 
government  deals  with  assuring  safe  drinking  water  for  the  nation. 

It  differs  firom  some  odier  proposals  put  forward,  including  the  Slatteiy/Bliley  bill 
introduced  in  the  House,  in  that  it  focuses  on  what  we  believe  are  the  critical  implementation 
issues  associated  with  the  Safe  Drinking  Water  Act  It  leaves  the  Act's  current  standard-setting 
provisions  in  tact  -  with  the  exception  of  how  contaminants  for  future  regulation  will  be  selected. 
The  Slatteiy/Bliley  bill,  the  Nickles  bill  in  the  Senate  and  other  proposals  make  major  changes 
to  the  law's  current  standard-setting  mandates,  and  in  doing  so  focus  attention  away  from  the  real 
problems  with  die  provision  of  safe  drinking  water. 

The  Safe  Drinking  Water  Act's  approach  to  setting  water  quality  standards  is  not  broken; 
it  should  remain  as  written. 

What  is  broken,  however,  is  how  the  very  structure  of  our  country's  drinking  water 
deliveiy  system.  The  United  States  relies  on  too  many,  too  small  drinking  water  systems.  There 
is  little  in  the  way  of  planning  or  coordination  when  it  comes  to  providing  water  in  the  U.S. 

Water  systems  have  been  created  "widt  litde  planning  and  little  control  at  the  state  or  any 
other  leveL""  People  in  need  of  water  have  been  bypassed  by  neighboring  water  systems; 
water  systems  with  clearly  deficient  rate  bases  have  been  created  not  just  in  isolated  rural  areas 
bat  in  close  proximity  to  suburban  water  systems.  And  individuals  without  access  to  capital,  to 
technical  expertise  or  to  basic  accounting  and  management  capabilities  have  entered  the  business 
of  stq>plying  water.  "Small  water  systems,"  notes  one  report,  "are  reputed  to  have  been 
abandoned,  given  away,  and  even  lost  in  poker  games."'^ 

This  haphazard  q>proach  to  water  delivery  worked  for  a  time  for  this  country.  But  now 
the  pressures  of  growing  population,  increasing  water  consumption  and  widespread  pollution  of 
surface  waters  and  grouiuiwaters  have  made  the  firontier  system  less  than  effective.    When  it 


"Davis,  Vivian  Wilkind,  CoomiissiM  Rcgnlatioo  of  Smatt  Water  Utilities:  Outside  Resources  and  Their 
Effective  Uses,  National  Regulatory  Research  Institute.  1984. 

'^vis,  Vivian  Witkind,  Commissioo  RegnlatioD  of  Small  Water  Utilities:  Outside  Resources  and  Their 
Effective  Uses,  National  Regnlatoiy  Research  Institute,  1984. 
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comes  to  tap  water,  a  1994  policy  of  eveiy  man.  eveiy  family,  every  subdivision  for  itself  simply 
does  not  work. 

State  Viability  Programs 

The  federal  government  cannot  fix  this  problem  alone,  but  it  can  compel  the  states  ~ 
which  have  let  the  hi^hazard,  frontier  i4)proach  to  potable  water  delivery  prevail  ~  to  begin  a 
process  of  addressing  the  problem. 

We  support  the  proposal  put  forth  by  the  Administration  that  would  require  each  state  - 
as  a  condition  of  maintaining  primacy  over  the  drinking  water  regulatory  program  —  to  develop 
a  viability  program.  Such  a  program  could  look  very  different  from  one  state  to  the  next  but  all 
would  share  some  common  elements,  including  state  authority  to  compel  non-conq)lying  water 
systems  to  consolidate  —  either  through  actual  physical  connections  or  through  some  form  of 
managerial  consolidation  ~  and  to  order  water  system  takeovers,  as  ^propiiate. 

In  addition,  states  should  be  required  to  prevent  the  creation  of  new  nonviable  systems, 
except  in  those  cases  in  which  an  undersized  and  potentially  nonviable  system  is  the  only 
altonative  for  addressing  public  health  problems  in  an  existing  community.  They  should  develop 
criteria  for  evaluating  viability  and  should  assess  the  status  of  existing  systems  over  an  extended 
time  period,  perhaps  on  the  order  of  S  years. 

We  understand  that  the  some  state  representatives  have  argued  against  such  requirements, 
and  some  may  argue  that  viability  programs  would  be  but  one  more  unfunded  mandate.  As  the 
General  Accounting  Office  report  which  responds  to  the  questions  of  this  Subcommittee  notes 
some  of  this  disagreement  stems  not  from  a  differing  point  of  view  on  die  need  for  restructuring 
but  fix>m  a  concern  diat  states  cannot  afford  to  take  on  this  task.  We  believe  that  this  is 
something  the  states  cannot  afford  not  to  do. 

Consider,  if  you  will,  that  the  need  for  a  viability  program  requirement  grew  not  from  the 
imagination  of  federal  bureaucrats  or  even  environmentalists  but  from  a  basic  leadership  failure 
at  the  state  level.  The  states  -  with  a  few  notable  exceptions  ~  have  failed  to  exercise 
responsibility  for  water  system  creation  and  potable  water  delivery. 

We  see  no  option  but  to  require  the  states  to  fill  this  gap  and  redress  the  situation  that 
several  decades  of  inattention  has  caused. 

Restructuring  is  a  long-range  solution.  It  should  be  joined  to  other  changes  in  drinking 
water  policy  that  will  help  in  the  near  term. 

SmaU  System  BAT 

There  are  many,  many  small  water  systems  which  do  not  meet  the  most  fundamental  of 
potable  water  standards.   The  serious  existing  problems  of  diese  systems  should  not  be  left  to 
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fester  and  grow  worse  over  time.  Obviously,  however,  for  some  systems  there  will  not  be  a 
quick  and  easy  solution  to  noncompliance  problems.  Variances  and  exemptions  ~  which  provide 
for  public  notice  and  compliance  schedules  ~  can  offer  a  reasonable  route  for  assuring  that 
problems  are  not  ignored  but  that  economic  realities  are  taken  into  consideration.  However, 
while  the  law  currently  provides  for  variances  and  exemptions,  those  tools  have  not  been  used 
very  widely.  EPA  can  assist  the  states  in  nuking  these  options  more  workable  by  detemiining 
the  Best  Available  Technology  for  small  size  systems  as  they  issue  new  regulations.  This  would 
provide  the  states  with  a  much-needed  benchmark  against  which  they  can  judge  the 
{4>propriateness  of  interim  measures  that  small  systems  which  cannot  consolidate,  cannot  utilize 
alternative  water  sources  and  cannot  otherwise  afford  treatment  to  the  standards  would  undertake. 
The  Administration  proposal  calls  for  the  Agency  to  issue  small  system  BAT;  we  concur. 

State  Revolving  Loan  Fund 

The  Administration  proposal  and  its  budget  address  another  critical  drinking  water  issue. 
The  nation's  drinking  water  problems  can  be  traced,  at  least  in  part,  to  a  remarkable  stinginess 
in  commitment  of  resources.  The  Administration  deals  with  the  historical  lack  of  investment  in 
drinking  water  with  a  modest  proposal  for  a  drinking  water  revolving  loan  fund. 

We  strongly  supported  the  creation  of  this  fund;  we  worked  on  behalf  of  appropriations 
for  this  purpose;  and  we  are  anxious  for  the  enactment  of  a  sound  reauthorization  bill  that  wiU 
allow  the  monies  already  appropriated  to  be  spent  The  amounts  requested  for  the  state  revolving 
loan  fund  are  not  huge,  but  they  can  help  to  address  pressing  problems.  We  believe  that  the  first 
priority  for  expenditures  of  these  funds  should  be  small  system  consolidation,  where  such 
consolidation  is  feasible.  We  would  hope  that  over  time,  as  more  consolidation  and  more  water 
sjrstem  coordination  occurs,  remaining  funds  would  be  targeted  toward  those  small  systems  which 
exist  out  of  necessity  rather  than  choice. 

Technical  Assistance 

We  are  also  hopeful  that  EPA  will  heed  the  recommendations  of  the  General  Accounting 
Office  heard  here  today  and  work  to  strengthen  its  program  of  technical  assistance  and 
technology  transfer  to  small  systems.  We  believe  that  the  Agency  should  be  credited  with 
moving  on  this  point  over  the  past  several  years,  but  we  agree  that  much  more  needs  to  be  done. 
The  collection  and  dissemination  of  reliable  information  about  the  cost  and  reliability  of  small 
system  technologies  is  critical  to  improved  water  quality. 

Friends  of  die  Earth  sees  this  technical  assistance  component  as  a  con^lement  not  a 
replacement  for  improved  enforcement  under  the  Act 

Enforcemrat 

Federal  law  and  state  regulations  can  be  rendered  meaningless,  when  the  regulated  entity  - 
-  in  this  case  the  water  supplier  -  has  good  reason  to  believe  that  die  law  will  not  be  enforced. 
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The  meager  resources  devoted  to  Federal  and  state  enforcement  may  have  helped  to  create  a 
long-standing  percq>tion  that  adhetence  to  drinking  water  regulations  was  not  necessary. 

In  diis  climate,  diousands  of  water  systems  have  violated  standards,  ignored  monitoring 
requirements,  fidled  to  issue  adequate  public  notice  of  problems  and,  in  general,  allowed  water 
systems  to  fall  into  disrepair.  Enforcement  gaps  also  send  a  clear  and  troubling  message  to  those 
who  may  wish  to  get  into  the  water  supply  business.  Prospective  water  suppliers  who  believe 
that  enforcement  actions  are  highly  unlikely  may  choose  to  design  and  construct  systems  which 
"get  by"  in  tarns  of  start-up  standards  but  which  are  unlikely  to  be  able  to  operate  in  accordance 
with  the  law  over  the  long-term. 

Although  the  term  enforcement  may  itself  conjure  up  images  of  huge  fines  assessed 
against  hundreds  of  small,  struggling  communities  and  local  mayors  dragged  off  to  jail,  neither 
scenario  is  necessary  or  even  realistic. 

Rather,  a  woiicable  enforcement  program  can  deal  widi  specific  violations  on  a  case-by- 
case  basis  and  create  the  climate  in  which  operators  and  owners  are  deterred  from  falling  out  of 
compliance  in  the  first  instance.  The  threat  of  penalty  payments  is  an  essential  component  of  any 
effective  enforcement  program,  but  effective  enforcenrKnt  orders  need  not  always  rely  on  after- 
the-fact  fines.  Administrative  orders,  for  exan^Ie,  can  deter  future  violations  by  stipulating  that 
penalties  will  be  automatically  assessed  for  failure  to  monitor  or  meet  deadlines  in  a  particular 
compliance  schedule.  In  addition,  enforcement  authorities  could  be  written  to  allow  the 
regulatory  Agency  to  direct  funds  into  an  escrow  account  for  meeting  system  needs  in  some 
cases. 

Enforcement  can  be  creative;  it  can  offer  the  climate  in  which  friendly  persuasion 
becomes  effective  and  technical  assistance  desirable.  Enforcement  and  technical  assistance,  in 
our  view,  work  together. 

Monitoring 

Another  area  in  which  small  systems  are  currenUy  having  difficulty  in  complying  with 
EPA  requirements  is  that  of  monitoring. 

Friends  of  the  Earth  believes  that  much  of  the  pressure  for  reduced  monitoring  by  small 
systems  is  driven  not  just  by  the  cost  of  monitoring  but  also  by  the  misperception  that  small 
systems  are  not  vulnoable  to  contamination.  In  reality,  small  systems  may  be  among  the  most 
vulnerable,  for  in  many  cases,  small  system  wells  are  drilled  into  shallow,  water  table  aquifers 
that  may  be  affected  by  many  contamination  sources,  including  unseen  septic  tanks  and  dry  wells 
from  local  businesses  in  rural,  unsewered  areas. 

Even  in  areas  vMch  are  not  heavily  industrialized,  common  activities  ranging  from  gas 
station  operations  to  diycleaners  can  render  huge  volumes  of  groundwater  unfit  for  drinking.  In 
addition,  even  in  areas  in  which  "...no  industrial  activity  has  occurred  in  an  otherwise  agricultural 
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area,  the  potendal  for  VOC  [volatile  organic  contaminant]  contamination  cannot  be  automatically 
discounted.""  The  potential  for  synthetic  organic  contamination  exists  in  these  non-industrial 
areas,  in  part,  because  some  of  the  so-called  inert  ingredients  used  in  pesticide  formulations 
include  contaminants  such  as  chloroform,  carbon  tetrachloride  and  trichloroethane.  Thus,  while 
the  State  of  Nebraska  was  not  expected  to  have  significant  VOC  contamination,  "results  of 
statewide  ground-water-monitoring  programs  indicate  VOC  occurrence  comparable  to  other 
national  and  state  surveys."" 

To  the  extent  that  the  monitoring  contemplated  by  EPA's  Phase  II  and  Phase  V 
regulations  and  by  the  unregulated  contaminants  monitoring  requirements  are  actually  collected 
and  analyzed,  our  collective  understanding  about  groundwater  contamination  and  our  ability  to 
make  more  reliable  predictions  about  the  likelihood  of  contaminant  occurrence  in  different 
settings  should  be  enhanced.  Where  we  cut  back  on  monitoring,  we  cut  back  on  improved 
knowledge  and  predictive  abilities. 

We  believe  diat  EPA's  current  regulations  provide  for  a  considerable  degree  of  flexibility 
on  monitoring,  varying  baseline  and  compliance  monitoring  schedules  and  adjusting  frequencies 
between  surface  water  and  groundwater  sources.  EPA's  regulations  provide  for  use  waivers  and 
vulnerability  waivers,  and  if  a  state  chooses  to  adopt  a  waiver  program  it  is  clear  that  no 
community  would  be  required  to  test  for  the  exotic,  never-used  pesticide.^  They  might,  in  fact, 
end  up  with  information  about  non-detected,  exotic  pesticides,  but  only  because  such  pesticides 
were  evaluated  in  the  same  screening  test  that  was  run  to  test  for  pesticides  that  were  used  in  the 
area. 

EPA  has  built  on  this  flexibility  in  its  reauthorization  package  and  creates  further 
incentive  for  source  water  protection  by  allowing  greater  monitoring  flexibility  for  systems  which 
are  active  in  assuring  that  contamination  sources  are  not  likely  to  affect  their  water  supplies. 
This  is  a  useful  dose  of  pollution  prevention  added  to  a  program  that  has  been  focused  nearly 
exclusively  on  treatment  and  remediation. 

Friends  of  the  Earth  would  further  support  a  requirement  in  the  Act  that  each  state  with 
primacy  adopt  a  waiver  program.  We  do  not  believe  it  would  be  productive  to  require  each  state 
to  respond  to  any  and  all  requests  for  waivers  —  there  may  be  many  clear-cut  cases  in  which  a 
waiver  firom  monitoring  is  on  its  face  inappropriate.  However,  it  would  be  useful  for  each  state 
to  craft  a  waiver  progrant,  in  line  with  EPA  guidance,  that  sets  out  die  criteria  and  procedures 


"Madcay,  Douglas  M.  and  Lynda  A.  Smith,  'Organic  Contaninants,'  in  Rcgloiu]  Groondwatcr  Quality,  edited 
by  William  M.  Alley.  VS.  Gedogical  Survey,  Van  Nostrand  Reinhold,  1993. 

"Madcay,  Douglas  M.  and  Lynda  A  Smith,  "Organic  Contaminants,*  in  Regional  Groundwater  Quality,  edited 
by  William  M.  Alley,  VS.  Geological  Survey,  Van  Nostrand  Reinhold,  1993. 

"^ote,  for  example,  that  the  State  of  Wisconsin's  $450,000  invesmient  in  a  state  waiver  piogfaiii  for  organic 
compounds  has  saved  that  state's  water  systems  appraaamately  SIOJ  million  in  monitoring  costs  according  to  EPA's 
1993  Report  to  CoBfrcss. 
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undo'  which  waivers  may  be  obtained. 

Not  a  Local  Issue 

One  last  point,  Mr.  Oiairman. 

The  strong  implication  left  by  some  has  been  that  the  federal  government  should  back 
away  from  setting  national  policy  on  drinking  water  safety.  State  and  local  governments  should 
be  left,  for  the  most  part,  to  deal  with  the  local  issue  of  water  supply. 

Drinking  vrater  safety  is  not  a  local  issue.  No,  unsafe  tap  water  does  not  move  from  the 
kitchens  of  one  community  to  the  kitchens  of  another.  But  people  move,  and  not  since  the 
advent  of  the  interstate  highway  system,  the  growth  of  the  airline  industry  and  the  development 
of  20th  century  commuting  patterns  has  drinking  water  supply  been  a  truly  local  issue. 

Where  I  live,  I  drink  from  one  community  supply,  and  that  might  be  considered  to  be  the 
local  system  in  which  I  should  have  some  say.  But  when  I  go  to  woric  five  days  a  week  or  more, 
I  drink  from  another  community's  supply,  and  perhaps,  where  my  child  goes  to  school  or  day- 
care, there  is  still  another  water  supply.  If  my  family  vacations  with  distant  relatives,  spends 
summers  on  the  shore  or  in  the  mountains,  I  care  about  the  water  quality  somewhere  else.  And 
if  I  change  jobs,  my  child  changes  schools  or  my  family  up  and  moves  to  another  state,  my 
"local"  interests  change  again. 

Surely,  it  makes  sense  for  all  of  us  to  pitch  in  together  to  assure  safe,  dependable  water 
across  America?  We  think  that  that  is  what  the  Administration's  drinking  water  proposal  is  all 
about,  and  we  hope  that  will  be  what  Members  of  this  Committee  choose  to  work  toward. 

Mr.  Chairman,  again,  I  thank  you  for  the  opportunity  to  testify  and  I  am  happy  to  answo* 
any  questions  the  Committee  Members  may  have. 
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Mr.  Synar.  Mr.  Levy. 


STATEMENT  OF  STEVEN  LEVY,  EXECUTIVE  DIRECTOR,  MAINE 
RURAL  WATER  ASSOCIATION,  ON  BEHALF  OF  THE  NA- 
TIONAL RURAL  WATER  ASSOCIATION 

Mr.  Levy.  Representative  Sjoiar  and  members  of  the  committee, 
I  am  Steven  Levy,  executive  director  of  the  Maine  Rural  Water  As- 
sociation. I  am  here  on  behalf  of  the  National  Rural  Water  Associa- 
tion, a  federation  of  48  State  associations,  representing  over  14,000 
water  and  wastewater  systems. 

For  the  past  14  years,  I  have  been  in  the  field  helping  small 
water  systems  comply  with  the  Safe  Drinking  Water  Act.  I  appre- 
ciate this  opportunity  to  discuss  GAO  report  (GAO-RCED  94-^0) 
and  small  water  system  compliance. 

There  are  2,682  public  water  systems  in  Maine,  from  40,000  cus- 
tomers in  Portland  to  the  Dew  Drop  Inn  restaurant  with  half  a 
dozen  stools.  Public  water  systems  include  private  companies,  pub- 
lic districts,  trailer  parks,  camps,  campgrounds,  and  schools. 

Of  these  systems,  150  are  regulated  by  the  Public  Utilities  Com- 
mission. Of  these  systems  40  percent  have  no  full-time  help,  and 
25  percent  have  no  place  of  business.  Starks,  ME,  just  like  Loco, 
OK,  has  no  water  district  office.  Rural  water  business  in  Maine, 
like  the  rest  of  America,  takes  place  over  the  kitchen  table  with  un- 
paid volunteers. 

The  majority  do  an  impressive  job.  They  responsibly  provide  safe 
drinking  water  at  a  low  cost.  Ironically,  average  water  rates  for 
microutilities  are  roughly  half  the  average  water  bill  for  the  State 
as  a  whole. 

They  do,  however,  have  real  problems  with  paperwork  and  un- 
derstanding rules  and  regulations.  It  drives  bureaucrats  crazy — no 
one  to  answer  calls  or  letters. 

When  you  look  at  the  compliance  stats,  the  majority  are  for  mon- 
itoring violations.  Someone  forgot  to  mail  in  the  sample  bottle.  It 
is  a  violation,  not  to  be  condoned  or  excused,  but  it  is  correctable 
through  training  and  technical  assistance. 

In  order  to  come  to  grips  with  drinking  water  regulations,  we 
must  be  able  to  distinguish  between  water  quality  situations  where 
people  can  get  sick  and  situations  where  systems  do  a  poor  job  of 
sampling. 

The  SDWA  amendments  have  increased  the  regulatory  burden 
on  public  water  systems.  The  growth  in  noncompliance  is  not  the 
result  of  deteriorating  water  supplies.  It  is  a  direct  result  of  in- 
creased expectations. 

In  terms  of  the  GAO  report,  I  make  the  following  observations. 

Alternative  technology  can  provide  a  vital  link  in  a  small 
systems's  ability  to  comply  with  standards.  Maine  Rural  Water  As- 
sociation, in  partnership  with  the  University  of  Maine,  was  able  to 
pilot  seven  slow  sand  filters  for  water  districts  and  five  bag  filters 
for  camps  for  under  $2,000  apiece.  The  money  was  raised  by  the 
individual  utilities. 

Alternative  technology  can  provide  affordable  solutions.  It  stimu- 
lates compliance  and  saves  money.  If  EPA  can  develop  water  qual- 
ity standards  and  guidance  manuals,  it  can  provide  more  resources 
and  guidance  to  analyze  new  technology. 
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Institutions  such  as  land  grant  colleges  and  the  extension  service 
could  also  provide  important  support  for  this  work. 

With  regard  to  technical  assistance,  although  the  numbers  of 
noncompliers  seems  daunting,  I  am  continually  amazed  by  the  abil- 
ity of  NRWA  staff  to  solve  compliance  problems.  More  than  any- 
thing, small  water  systems  simply  need  someone  to  explain  the  re- 
quirements. It  is  a  cost-effective  and  humane  way  to  achieve  com- 
pliance. 

Adequate  funding  for  small  system  capital  improvements  contin- 
ues to  be  a  major  issue.  The  surface  water  treatment  rule  is  crip- 
pling many  of  Maine's  small  towns.  Unless  adequate  g^ant  pro- 
grams are  established,  many  communities  will  be  unable  to  comply. 

One  innovative  solution  we  have  used  in  Maine  is  to  convert 
small  private  companies  into  public  water  districts.  We  then  take 
advantage  of  Rural  Development  Administration  gp'ant  and  loan 
programs  and  bring  these  systems  into  compliance. 

I  believe  this  is  known  as  restructuring.  Money  is  typically  the 
major  impetus  to  restructure.  In  my  experience  I  can  say  that,  one, 
restructuring  is  typically  the  slowest  and  politically  most  diffecult 
method  to  achieve  compliance;  and,  two,  restructuring  will  not 
solve  compliance  problems  of  most  noncommunity  systems  and 
many  small  private  water  systems. 

I  am  not  saying  it  won't  work.  I  am  just  sajdng  that  it  is  difficult 
and  incredibly  time  consuming. 

Finally,  in  discussing  viability,  one  must  first  critically  evaluate 
what  is  making  systems  nonviable.  For  example,  if  systems  cannot 
afford  monitoring  costs,  let's  see  if  these  costs  are  reasonable  and 
justified. 

Maine  systems,  like  the  rest  of  the  country,  were  hard  hit  by 
phase  II  and  V  monitoring.  With  the  help  of  an  EPA  grant,  we  es- 
tablished a  compositing  program  for  tests  which  reduced  costs  tc 
$335  per  utility. 

We  tested  over  200  small  utilities  for  more  than  70  contami- 
nants. There  was  the  potential  for  over  14,000  violations.  In  all 
that  testing  we  had  only  one  violation. 

So  before  we  attempt  to  restructure  the  small  water  supplies  in 
America,  we  should  talk  more  about  exactly  what  is  creating 
nonviable  systems. 

I  want  to  thank  you  on  behalf  of  Oklahoma  Rural  Water  for  your 
support  for  Oklahoma  and  National  Rural  Water  systems. 

Mr.  Synar.  Thank  you. 

Mr.  Olson. 

STATEMENT  OF  ERIK  D.  OLSON,  SENIOR  ATTORNEY,  NATURAL 
RESOURCES  DEFENSE  COUNCIL,  WASHINGTON,  DC 

Mr.  Olson.  Thank  you  and  good  aflemoon. 

We  agree  with  most  of  the  evaluation  that  has  been  presented 
by  the  GAO  and,  in  particular  we  agree  that  there's  a  need  to 
evaluate  and  emphasize  viability  programs  and  to  really  identify 
meaningful  strategies  to  pay  for  them — which  has  always  been  the 
downfall  of  these  proposals. 

We  are  releasing  today,  and  are  providing  the  subcommittee, 
with  a  report  entitled  "Victorian  Water  Treatment"  that  documents 
that  over  90  percent  of  the  water  systems  in  the  United  States, 
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even  the  big  ones,  are  using  pre-World  War  I  technology  in  order 
to  clean  the  water,  and  that  we  cannot  expect  21st  century  results 
with  19th  century  technology. 

What  is  really  an  absurdity  is  that  we  have  200,000  public  water 
systems  in  the  United  States.  You  cannot  expect  200,000  public 
water  systems  to  comply  with  any  national  drinking  water  require- 
ments unless  you  have  some  kind  of  meaningful  technical  assist- 
ance and  a  program  to  consolidate  or  restructure  the  nonviable  sys- 
tems. There  are  58,000  community  water  systems,  and  it  is  impos- 
sible to  expect  every  one  of  them  to  comply  unless  there  is  some 
kind  of  technical  assistance  provided  and  meaningful  viability  pro- 
grams put  into  place. 

What  are  the  health  threats  of  the  breakdown  in  compliance?  We 
have  documented,  using  State  data  provided  to  us  by  EPA,  that 
over  28  million  people  in  1991  and  1992  got  water  that  was  more 
contaminated  than  the  maximum  contaminant  levels.  That  is  a  lot 
of  people.  In  addition,  the  microbiological  threats  are  well  docu- 
mented. An  estimate  by  several  scientists  with  Centers  for  Disease 
Control  concluded  that  about  900,000  people  get  sick  each  year 
from  drinking  contaminated  water  in  the  United  States,  borne  out 
by  the  Milwaukee  experience  of  over  400,000  illnesses. 

Arsenic  is  in  the  drinking  water  of  over  35  million  people,  and 
the  current  EPA  standard,  according  to  a  recent  study,  presents  a 
1-in-lOO  cancer  risk,  which  is  staggeringly  high.  Trihalomethanes, 
which  are  very  common  contaminants,  have  been  associated  with 
over  10,000  cancers  per  year.  Small  systems  are  completely  exempt 
from  the  standards  for  trihalomethanes.  Those  are  all  systems 
serving  imder  10,000  people.  Radiation  and  lead  are  also  common 
contaminants. 

We  have  seven  recommendations  that  we  presented  in  our  testi- 
mony for  what  to  do  about  it. 

The  first  is  that  we  do  believe  strongly  that  we  need  a  small  sys- 
tem viability  requirement  as  a  condition  of  primacy. 

Second,  in  order  to  fund  that,  to  answer  Mr.  Synar's  question,  we 
believe  that  there  is  a  need  for  funding  at  the  Federal  level  which 
would  be  matched  by  State  funding.  And  if  the  State  does  not  have 
adequate  funding,  there  should  be  a  Federal  backstop  fee  on  water 
users  that  would  pay  for  an  adequate  State  drinking  water  pro- 
gram, including  a  viability  program. 

Third,  we  strongly  agree  that  there  is  a  need  for  a  State  revolv- 
ing fund  but  that  money  should  be  used  first  to  pay  for  restructur- 
ing, consolidation,  use  of  alternative  water  supplies,  source  water 
protection  to  assure  that  we  are  not  paying  to  clean  up  contamina- 
tion that  could  have  been  prevented  in  the  first  place,  and  to  pay 
for  alternative  BAT  in  those  systems  that  cannot  restructure  or 
protect  their  water  source. 

Fourth,  we  believe  strongly  that  we  need  an  active  alternative 
best  available  technology  program  for  small  systems  at  EPA.  Es- 
sentially, EPA  should  be,  when  issuing  standards,  issuing  a  small 
system  BAT  for  every  contaminant. 

Fifth,  we  believe  that  source  water  protection  should  be  abso- 
lutely central  to  the  entire  program.  Very  often  it  is  much  cheaper 
to  prevent  the  contamination  than  it  is  to  clean  it  up  afterwards. 
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Sixth,  we  feel  there  is  a  need  for  operator  certification  and  tech- 
nical assistance.  The  costs  would  be  shared  by  the  Federal  Govern- 
ment. 

Finally,  we  believe  that  both  the  States  and  the  Federal  Govern- 
ment should  have  the  authority  to  require  consolidation,  restruc- 
turing or  takeover  of  small  systems  that  are  not  viable. 

In  sum,  the  answer  is  not  to  gut  standards  or  to  weaken  health 
protection.  The  answer  is  not  to  have  one  set  of  standards  for  rural 
Americans  and  one  set  of  standards  for  urban  Americans,  but  to 
try  to  solve  on  a  case-by-case  basis  the  small  system  viability  prob- 
lem. Thank  you. 

[The  prepared  statement  of  Mr.  Olson  follows:] 
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X.   IMTRODaCTION. 

I  eun  Erik  D.  Olson,  Senior  Attorney  at  the  Katural  Resources 
Defense  Council,  a  national  non-profit  public  interest 
environmental  organization  with  over  170,000  members,  which  is 
dedicated  to  the  protection  of  public  health  and  the  environment 
through  law  and  science.  Thank  you  for  the  opportvmity  to 
testify  this  afternoon  on  the  important  issue  of  the  provision  of 
safe  drinking  water  by  small  public  water  systems. 

He  agree  with  the  conclusions  of  the  General  Accounting 
Office's  report  being  released  today.  Drinking  Water;  Stronger 
Efforts  needed  to  Help  Small  Water  Systems  Improve  Compliance 
(GAO/RCED-94-40) .   There  is  a  serious  problem  of  noncompliance 
with  the  Safe  Drinking  Water  Act  (SDWA)  by  small  systems,  and 
urgent  action  is  needed  to  assure  that  the  health  of  the  public 
served  by  these  small  systems  is  better  protected. 

We  also  will  discuss  in  our  testimony  a  study  NRDC  is 
releasing  today  entitled  Victorian  Water  Treatment  Enters  the 
21st  Century;  Public  Health  Threats  From  Water  Utilities'  Ancient 
Treatment  and  Distribution  Systems,  which  documents  that  over  90 
percent  of  the  big  public  water  systems  in  the  United  States  use 
outdated,  pre-World  War  I  technology  for  drinking  water 
treatment,  posing  serious  health  risks  to  the  American  public; 
small  systems  likely  have  installed  even  less  modem  technology. 

In  summary,  we  believe  that  it  is  an  aOasurdity  that  there 
are  200,000  public  water  systems  in  the  U.S.,  including  about 
58,000  community  water  systems,  the  vast  majority  of  which  are 
small,  and  many  of  which  will  never  be  able  to  assure  drinking 
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water  safety  or  comply  with  the  SDHA.   We  will  outline  the  health 
threats  posed  by  public  water  system  contamination,  the  extent  of 
serious  noncompliance  by  these  systems,  the  lack  of  enforcement 
against  even  flagrantly  violating  systems,  the  need  for  more 
aggressive  action  to  prevent  the  creation  of  new  nonviable  water 
systems,  and  the  need  to  resolve  problems  with  existing  nonviable 
systems.  As  is  detailed  later  in  this  testimony,  several  actions 
are  needed  to  address  the  small  system  problem,  including: 

1.  Small  System  Viability  Programs  Should  be  A  Condition  of 
Primacy.   The  SDWA  should  be  revised  to  provide  that  each  state 
with  primacy  under  the  SDWA  is  required  to  have  a  small  system 
vieQ}ility  progreun. 

2.  State  Program  Funding  for  Small  Systems  Initiative  and 
Other  Needs  Should  be  Recuired  to  be  Available.   The  SDWA  should 
be  eunended  to  provide  that  each  state  has  18  months  to  ested>lish 
its  own  financing  mechanism  that  meets  the  fiscal  needs  of  the 
state  to  carry  out  the  state's  primacy  progreun,  including  the 
small  system  viability  program.   A  federal  user  fee  on  water  to 
pay  for  the  primacy  program  should  be  imposed  to  carry  out  the 
these  functions  if  the  state  doesn't  meet  this  requirement. 

3.  State  Revolving  Loan  Fund  to  Help  Resolve  Small  System 
and  Other  Problems.   A  revolving  loan  fund  for  projects  that  will 
help  needy  PWSs  comply  with  the  requirements  of  the  SDWA  should 
be  created,  as  proposed  by  the  Clinton  Administration.   The  top 
priority  of  this  fund  should  be  paying  for  the  restructuring  or 
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consolidation  of  systems  that  are  having  difficulty  or  will  have 
difficulty  complying  with  the  Act's  requirements. 

4.  Development  or  Identification  of  Best  Available 
Technologies  for  Small  Systems.   In  issuing  standards,  EPA  should 
estedslish  research,  development,  and  demonstration  progreuns  to 
eneible  small  systems  to  find  technologies  to  enable  them  to 
comply  with  the  standard.   EPA  should  work  with  states  to  provide 
technical  assistance  to  small  systems  so  they  can  install  those 
technologies . 

5.  Better  Source  Water  Protection.   As  part  of  the  primacy 
progreun,  states  should  be  required  to  develop  a  comprehensive 
plan  to  prevent  the  contamination  of  drinking  water,  esteiblishing 
the  roles  and  responsibilities  of  state  and  local  governments  for 
priority  sources,  and  prevention  rules  or  other  mechanisms,  as 
well  as  data  management  and  public  participation  procedures. 

6.   Operator  Certification  and  Better  Technical  Assistance. 
There  is  a  need  to  assure  that  small  system  operators  are  given 
the  training  and  technical  assistance  they  need  to  come  into 
compliance.   Therefore,  the  SDWA  should  provide  that  all 
operators  of  public  water  systems  be  certified  and  trained  by  the 
primacy  program  in  accordance  with  EPA  guidelines,  including 
small  system  operators. 

7.   Authority  to  Require  Restructuring  or  Consolidation. 
EPA  and  states  should  have  the  authority  to  order  consolidation, 
restructuring,  and  the  eibility  to  put  edsandoned  or  "basket  case" 
systems  into  receivership. 
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4 
II.   SMALL  SYSTEM  NOMCOMPLIAMCE  AMD  RE8ULTIM0  HEALTH  THREATS. 

A.   The  Extent  of  Noncompliance  With  the  SDWA. 

As  was  documented  in  NRDC's  September,  1993  study  entitled 
Think  Before  Your  Drink:  The  Failure  of  the  Nation's  Drinking 
Water  System  to  Protect  Public  Health,  data  provided  to  EPA  by 
state  drinking  water  programs  indicates  that  in  1991-92,  piiblic 
water  systems  violated  the  Safe  Drinking  Water  Act  over  257,000 
times.   This  included  25,000  confirmed  violations  of  EPA's  health 
standards  (called  Maximum  Contaminant  Levels  (HCLs) ) .   The  other 
violations  included  failures  to  comply  with  treatment  technique 
requirements  to  remove  or  prevent  creation  of  conteunination ,  and 
failures  to  test  water  for  contamination  to  assure  its  safety J 

Violations  of  the  MCL  health  standards  affected  over  28 
million  Americans  in  1991-92,  and  approximately  1X0  million 
people  were  served  by  systems  that  violated  the  treatment 
technique,  testing,  or  reporting  requirements  during  the  same 
time  period. 

According  to  GAO's  report  being  released  today,  eUsout  90 
percent  of  the  community  water  systems  in  violation  in  1991  were 
small  systems,  each  serving  fewer  than  3,300  consumers.  However, 
according  to  EPA  data,  75  percent  of  the  people  served  by  water 
systems  violating  EPA's  MCL  health  standards  were  served  by  large 


'contrary  to  the  allegations  of  some  in  the  water  industry,  the 
vast  majority  of  these  testing  and  reporting  violations  were  not 
minor  "paperwork"  violations.   According  to  EPA  data,  92  percent 
of  these  violations  were  "major" — such  as  an  outright  failure  of 
the  system  to  test  for  conteunination  during  the  entire  compliance 
period. 
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or  very  larg*  systeas  (those  serving  over  10,000  people  each),  as 
is  docimented  in  Think  Before  You  Drink  (p.  5) .  Thus,  although 
it  is  clear  the  vast  majority  of  systems  violating  the  EPA  rules 
are  small  systems,  the  vast  majority  of  people  drinking 
contaminated  water  are  served  by  big  systems. 

In  the  face  of  this  massive  noncompliance,  EPA  and  states 
take  few  formal  enforcement  actions.   According  to  EPA  and  state 
data,  less  than  one  percent  of  the  257,000  known  violations  in 
1991-1992  were  subject  to  formal  enforcement  action.^  No  one 
believes  that  enforcement  is  the  only  emswer  to  the  problem,  and 
most  concur  that  more  financial,  managerial,  and  technical 
assistance  to  systems  is  important.  However,  the  lack  of 
enforcement  has  created  a  clear  signal  that  noncompliance  is  not 
a  serious  matter — even  for  "significant  non  compliers"  which  have 
often  been  in  violation  and  posing  health  threats  for  years. 

B.   Health  Threats  Posed  bv  Drinking  Water  Contamination. 

The  implications  for  pxiblic  health  of  the  drinking  water 
contcimination  problems  are  substantial.   Many  contaminants  that 
are  regulated  are  not  adequately  controlled  under  outdated  EPA 
rules  that  are  inadequately  protective  of  public  health.  Weak 
state  and  EPA  technical  assistance  or  restructuring  programs  to 
assure  compliance,  and  virtually  nonexistent  formal  enforcement 
also  contribute  to  the  problems,  as  do  loopholes  exempting  small 
systems  from  compliance  with  certain  key  rules.  In  addition. 


'Think  Before  You  Drink,  at  3-20. 
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many  important  contaminants  found  in  over  100  million  peoples* 
water  are  completely  unregulated.   A  summary  of  a  few  examples  of 
the  problem  Illustrates  the  extent  of  the  problem: 
o    Bacteria.  Viruses,  and  Other  Pathogens  contaminate  the 
drinking  water  of  tens  of  millions  of  Americans.   Scientists  from 
the  Centers  for  Disease  Control  have  estimated  that  over  900,000 
people  get  sick,  and  900  may  die,  each  year  in  the  U.S.  from 
drinking  contaminated  water.'  The  1993  Milwaukee  disease 
outbreak  alone  reportedly  affected  370,000  to  more  than  400,000 
people.   As  the  Milwaukee  disease  outbreak  and  many  other  cases 
highlight,  AIDS  patients,  the  elderly,  young  infants,  and  people 
he  have  compromised  Immune  systems,  are  put  at  greatest  risk  by 
these  contamination  problems,  and  in  many  cases  have  died  from 
drinking  water  contaunination.   In  addition  to  the  widespread 
noncompliance  with  EPA's  watershed  protection,  filtration,  and 
coll form  rules  noted  above,  there  are  major  gaps  in  the  EPA 
drinking  water  rules  for  microorganisms  that  must  be  filled  (for 
exeunple,  EPA  rules  do  not  control  for  Cryptosporidium,  the 
organism  that  caused  the  Milwaukee  outbreak) . 

o    Trihalomethanes  and  Other  Disinfection  Bv-Products  fPBPs^ . 
which  are  formed  when  chlorine  or  other  similar  disinfectants  are 
used  to  disinfect  water  that  has  not  been  treated  to  remove 


'Bennett,  J.V. ;  Holmberg,  S.D.,  Rogers,  M.F.,  and  Solomon,  S.L. . 
"Infectious  and  Parasitic  Diseases,**  in  Amler,  R.W. ,  and  Dull, 
H.B.,  Closing  the  Gap;  the  Burden  of  Unnecessary  Illness  (Oxford 
U.  Press,  1987);  see  also.  Rose,  J.,  *'Waterbome  Pathogens: 
Assessing  Health  Risks**,  Health  &  Environment  Digest.  Vol.  1 ,   no, 
3,  pp. 1-6,  June  1993. 
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organic  matter  before  disinfection,  are  found  in  the  drinking 
water  of  over  100  million  Americans.   A  recent  study  by  doctors 
from  Harvard  and  Wisconsin  published  in  a  prestigious  journal 
found  that  these  DBFs  are  associated  with  10,700  or  more  rectal 
and  bladder  cancers  per  year.*  A  major  study  by  the  New  Jersey 
Department  of  Health  with  the  assistance  of  the  U.S.  Public 
Health  Service  found  that  disinfection  byproducts,  at  levels 
similar  to  those  found  in  many  drinking  water  systems  across  the 
nation,  are  significantly  associated  with  major  birth  defects 
such  as  certain  spine  and  neural  disorders.^  A  previous  study 
in  Iowa  reached  similar  conclusions  eJaout  possible  reproductive 
or  developmental  effects  of  chlorination  byproducts.*  While 
these  studies  of  birth  defects  are  not  conclusive,  they  raise 
serious  concerns  eOaout  the  safety  of  fetuses  exposed  to 
chlorination  byproducts.   The  level  of  DBFs  cem  be  substantially 
reduced  or  nearly  eliminated  through  the  use  of  affordeJsle  modem 
treatment  technology. 

Despite  the  strong  evidence  that  these  DBFs  pose  serious 
risks,  EFA  has  rules  controlling  only  one  class  of  them 


*Morris,  R.D.,  et  al,  "Chlorination,  Chlorination  By-Froducts, 
and  Cancer:  A  Meta-Analysis" ,  American  Journal  of  Public  Health, 
vol.  82,  no.  7,  pp.  836-842,  1992. 

'Bove,  F.J.,  et  al..  Public  Drinking  Water  Contamination  and 
Birthweight,  Fetal  Deaths,  and  Birth  Defects,  U.S.  Public  Health 
Service  and  N.J.  Dept.  of  Health,  :992;  Bove,  F.J.,  et  al.. 
Public  Drinking  Water  Contamination  and  Selected  Birth  Defects, 
U.S.  Public  Health  Service  and  N.J.  Dept.  of  Health,  1992. 

'Kramer,  M.D.,  C.F.  Lynch,  P.  Isacson,  and  J.W.  Hanson,  "The 
Association  of  Waterbome  Chloroform  With  Intrauterine  Gro%rth 
Retardation,"  Epidemiolocfv.  vol.  3,  No.  5,  (September,  1992). 
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(trihalomethanes)  only  in  large  water  systems — all  systems 
serving  fewer  than  10.000  people  are  exempt  from  anv  controls  of 
DBPs.   New  rules  for  DBFs,  which  are  expected  to  phase  in 
controls  for  small  systems,  may  not  be  issued  until  1996. 
o    Arsenic  in  drinking  water  poses  a  major  risk  of  cancer, 
according  to  recent  studies  of  people  who  drink  water 
contaminated  with  relatively  low  levels  of  this  widely  occurring 
drinking  water  contaminant.   California  state  experts  found  that 
water  containing  arsenic  at  the  level  of  EPA's  current  drinking 
water  standard  presents  a  risk  of  more  than  1  cancer  in  every  100 
people  exposed — 10,000  times  higher  risk  than  EPA's  standard 
"acceptable"  cancer  risk  of  1  in  1  million.'  Over  35  million 
people  in  the  United  States  drink  water  every  day  from  their 
community  water  systems  that  contain  arsenic  at  a  level  of  over  2 
ppb — which  presents  a  very  significant  cancer  risk  (eJsout  one 
cancer  for  every  1000  people  exposed) .* 

o    Lead  contamination  of  drinking  water  is  widespread  and  a 
serious  health  concern.   As  is  detailed  in  Think  Before  You 
Drink.  EPA  has  found  that  lead  in  drinking  water  is  one  of  the 
leading  sources  of  lead  in  the  bloodstreeun,  typically 
contributing  20  percent  of  total  lead  exposure  for  an  average 
person,  but  far  more  for  some  people,  particularly  some  bottle- 
fed  infants.   Overall,  EPA  has  found  that  controlling  lead- 


'Smith,  A.H.  et  al . .  "Cancer  Risks  from  Arsenic  in  Drinking 
Water,"  Environmental  Health  Perspectives,  v.  97,  pp.  259-67 
(1992)  . 

"ibid.;  Think  Before  You  Drink,  at  20. 
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contaminated  drinking  water  could  reduce  lead  exposure  for 
between  130  and  nearly  190  million  Americans.   Lead  in  drinking 
water  harms  millions  of  children's  health,  and  causes  over 
560,000  children  to  exceed  the  Centers  for  Disease  Control's 
defined  level  of  concern  for  blood  lead  levels.   EPA  also  has 
found  that  in  men,  better  controlling  lead  in  drinking  water 
could  prevent  over  680,000  cases  of  hypertension,  650  strokes, 
880  heart  attacks,  and  670  premature  deaths  from  heart  disease. 
However,  EPA's  lead  in  drinking  water  rules  allow  water  systems 
up  to  23  years  to  get  the  lead  out  of  their  water,  and  exempts 
most  public  water  systems  (most  noncommunity  systems)  from  all 
lead  controls.' 

o    Radioactive  Contamination  of  drinking  water,  although  a 
little-known  problem,  affects  approximately  50  million  Americans, 
yet  most  of  these  contaminants  still  are  not  regulated  in 
drinking  water.   Radioactive  contamination  of  drinking  water  is 
well  documented  as  a  cause  of  various  forms  of  cancer,  yet  EPA's 
current  rules  do  not  control  some  of  the  most  widespread 
radioactive  contaminants  such  as  radon.   According  to  EPA  data, 
cJsout  49  million  people  drink  water  containing  significant  levels 
of  radioactive  radon,  and  millions  more  drink  water  contaminated 
with  radium,  uranium,  and  other  radioactive  substances.^" 


'S£e»  Think  Before  You  Drink,  at  17-19,  for  further  details. 
"ibid  at  19-20. 
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C.    Aalna  and  Outdated  Water  Infrastructure  and  Failure  to 
Protect  Source  Water  Exacerbates  the  Problem. 

The  report  NRDC  is  releasing  today,  Victorian  Water 

Protection,  finds  that  most  water  systems — including  large 

systems — are  not  using  "multiple  barriers  of  protection"  to 

protect  public  health.   The  best  way  to  reduce  the  ris]cs  from 

contaminated  drinking  water  is  to  provide  more  than  one  layer  of 

protection:  first,  and  most  effective,  is  protecting  water 

supplies  from  deterioration  by  preventing  their  pollution. 

Second,  adequate  pretreatment,  filtration  and  disinfection  is 

needed  to  reduce  the  risks  from  water  that  may  contain  pathogens 

or  microbiological  contamination.   Third,  if  necessary,  chemical 

contaminant  removal  technologies  (such  as  membranes,  ion 

exchange,  aeration,  or  Granular  Activated  Carbon  where 

appropriate),  are  needed  to  reduce  the  threats  from  degraded 

water  supplies.   Despite  these  needs,  decades  of  technological 

revolution,  most  American  water  systems  still  are  using  outmoded 

treatment  and  water  protection  approaches.   The  report  finds: 

1.  The  vast  majority  of  large  water  suppliers  do  little  or 
nothing  to  prevent  contamination  of  the  watershed  or  groundwater 
that  they  rely  upon  for  source  water.   Small  systems  are  likely 
to  have  at  least  as  bad  a  record. 

2.  Despite  widespread  chemical  conteunination  of  drinking 
waLer,  most  water  utilities  have  failed  to  install  modem  water 
treatment  technologies  developed  after  World  War  I  to  remove 
chemical  conteiminants . 
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3.  Scores  of  laggard  large  systems  have  not  even  installed 
basic  technologies  invented  before  the  Civil  War  to  remove 
pathogens  and  other  microbiological  contaminants  from  their 
degraded  or  threatened  source  waters — and  the  situation  eunong 
smaller  systems  is  likely  to  be  worse. 

4.  Aged,  crumbling  distribution  systems  are  neglected,  and 
are  often  the  cause  of  waterbome  disease  outbreaks.   These  aged 
pipes  often  harbor  microbial  growth,  and  are  subject  to 
catastrophic  breakage.   Broken  or  "cross  connected"  pipes  that 
allow  contaminated  water  to  seep  into  the  water  system  have  often 
been  linked  by  the  Centers  for  Disease  Control  to  waterbome 
disease  outbreaks,  yet  the  average  water  pipe  will  be  over  a 
century  old  before  it  is  replaced  by  a  large  water  system. 

5.  Effective  drinking  source  water  protection  and  water 
treatment  are  both  technically  and  financially  feasible.   Safe 
drinking  water  act  standards  can  be  met  and  exceeded  using 
techniques  that,  for  the  most  part,  were  invented  before  1930. 
These  techniques  have  been  proven  effective,  and  are  widely  used 
in  other  industrialized  countries. 

6.  The  Safe  Drinking  Water  Act  and  Clean  Water  Act  must  be 
made  stronger  to  protect  our  Drinking  Water  Supplies.  The  Safe 
Drinking  Water  Act  (SDWA) — which  sets  standards  for  the  quality 
of  water  coming  from  your  tap — and  Clean  Water  Act  (CWA) — v^ich 
sets  standards  discharges  and  runoff  into  surface  waters — are 
both  currently  up  for  reauthorization.  This  provides  a  golden 
opportunity  to  enact  provisions  designed  to  ensure  public  health. 
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Necessary  legislative  changes  should  include  strengthened 
provisions  for  watershed  and  groundwater  protection,  tougher 
drinking  water  standards,  increased  funding  to  help  systems  pay 
for  improvements,  and  beefed-up  enforcement  authority  for  EPA  to 
ensure  that  standards  are  met. 

III.   EFFORTS  TO  DATE  TO  RESOLVE  SMALL  SYSTEM  PROBLEMS. 

As  is  noted  in  the  GAO  report  released  today  entitled 
Stronger  Efforts  Needed  to  Help  Small  Svstems.  while  EPA  has  a 
very  modest  small  system  initiative  aimed  at  estcUslishing  a  few 
pilot  projects  to  demonstrate  small  system  low-cost  technology, 
and  to  provide  technical  assistance,  much  more  needs  to  be  done. 

State  programs  to  resolve  small  system  problems  vary  from 
fairly  aggressive  in  states  like  Connecticut  and  Washington,  to 
extremely  weak  in  many  states.   Programs  that  have  worked  well 
tend  to  emphasize  prevention  of  the  creation  of  new,  nonviable 
systems  first,  and  then  restructuring  of  existing  nonviable 
systems  through  managerial  restructuring,  physical  consolidation, 
state,  regional,  or  large  system  takeover  of  small  nonviable 
systems,  and  other  creative  means,  to  improve  small  system 
compliance.   As  is  discussed  below,  we  strongly  agree  with 
recommendations  to  build  upon  state  progreuns  to  better  address 
small  system  problems. 
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IV.   ACTIOH8  NEEDED  TO  RESOLVE  SMALL  SYSTEM  PROBLEMS. 

NRDC  generally  agrees  with  the  recommendations  for  resolving 
small  system  problems  proposed  in  the  Clinton  Administration's 
drinXing  water  recommendations  and  GAO's  report  Stronger  Efforts 
Weeded  to  Help  Small  Systems,  but  believes  they  need  to  be  more 
fully  fleshed  out  and  expanded  upon.  In  addition,  NROC  is 
concerned  zdsout  the  lack  of  details  in  the  Clinton  plan,  which 
could,  if  not  properly  developed,  lead  to  differential  standards 
of  protection  for  small  versus  large  systems. 

Specifically,  NRDC  believes  the  following  actions  are  needed 
to  help  resolve  small  system  problems: 

1.  Small  System  Viabilitv  Programs  Should  be  A  Condition  of 
Primacy.   The  SDWA  should  be  revised  to  provide  that  each  state 
with  primacy  under  the  SDWA  is  required  to  have  a  small  system 
viability  progreun.   Within  18  months  after  the  SDWA  is  amended, 
each  state  should  have  to  develop  and  successfully  implement  an 
EPA-approved  progreun  to:  (a)   ensure  the  long-term  vieibility  of 
all  new  drinking  water  systems;  and,  (b)  provide  for  the 
appropriate  regionalization  and/or  consolidation  of  existing  non- 
vieUsle  systems. 

2.  State  Program  Funding  for  Small  Systems  Initiative  and 
Other  Weeds  Should  be  Reouired  to  be  Available.   One  of  the 
fxindamental  flaws  in  small  system  progreuns  for  the  past  20  years, 
as  confirmed  by  GAO,  is  that  these  progreuns  at  EPA  and  at  the 
state  level  are  inadequately  funded.   The  SDWA  should  be  2unended 
to  provide  that  each  state  has  18  months  to  estsdslish  its  own 
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financing  mechanism,  which  could  be  based  upon  user  fees,  permit 
fees,  chemical  use  taxes,  or  any  other  mechanism  the  state 
desires,  so  long  as  a  dedicated  permanent  fund  for  drinking  vater 
protection  activities  is  established,  that  meets  the  fiscal  needs 
of  the  state  to  carry  out  the  following  functions: 

A.  State  Program  Funding  for  Drinking  Water  Prograa.   The 
funding  scheme  must  provide  adequate  income  to  assure 
that  the  state  primacy  program  will:  (a)  meet  the 
primacy  requirements  of  the  SDWA;  (b)  pay  for  the 
state's  program  to  prevent  the  creation  of  new, 
nonvieUale  public  water  systems,  and  identify  and 
eliminate  or  resolve  problems  with  existing  nonviable 
systems;  and  (c)  be  adequate  to  pay  for  sanitary 
surveys  and  other  critical  components  of  the  state's 
drinking  water  program.   Periodic  sanitary  surveys  of 
all  small  and  large  PWSs  in  accordance  with  EPA 
guidelines  should  be  a  requirement  to  obtain  and 
maintain  primacy. 

B.  Pxinding  to  Assure  that  All  Public  Water  Systems  Offer 
••Life  Line'*  Rates  to  Low  Income  Customers.   A  state 
progreun  also  must  be  esteUalished  to  assure  that  to  the 
extent  feasible,  residential  customers  with  incomes 
below  150%  of  the  federal  poverty  line  will  pay  a 
lifeline  rate  of  a  maximum  of  2%  of  their  income  on 
drinking  water.   The  primacy  state  would  be  given 
flexibility  in  how  to  achieve  this  goal. 
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C.   A  Federal  User  Fee  on  Water  Automatleally  Should  be  Put 
Into  Place  if  Mo  State  Financing  Program  Has  Been 
Approved  by  EPA.  A  federal  user  fee  on  water  to  pay 
for  the  primacy  progreun  that  is  modeled  on  the  Clean 
Air  Act  fee  (estimated  at  about  8  to  15  cents  per  1000 
gallons)  would  be  imposed  to  carry  out  the  functions 
listed  in  A  and  B  above  if:  (a)  the  Governor  of  the 
State  requests  the  imposition  of  the  fee  (in  which  case 
the  funds  would  be  collected  and  provided  to  the 
primacy  progreun  in  the  form  of  a  dedicated  fund  for  the 
primacy  program) ;  or,  (b)  a  primacy  state  does  not  get 
EPA  approval  within  18  months  of  a  state  progreun  to 
provide  adequate  funds  to  fulfill  the  functions  listed 
in  A  and  B  above;  or,  (c)  EPA  approval  of  the  state's 
primacy  or  funding  prograun  is  revoked.   The  federal  fee 
would  be  collected  by  the  PWS  and  sent  to  the  federal 
government,  which  would  then  return  all  of  those  funds 
(minus  federal  administration  costs  of  up  to  15%)  to 
the  state  for  implementation  of  the  primacy  progreun. 
If  the  state  does  not  have  primacy,  the  federal  user 
fee  would  be  imposed  immediately  and  would  go  to  a 
dedicated  federal  fund  for  EPA  to  implement  the  program 
in  that  state.   If  the  state  has  primacy  but  has  not 
adopted  all  of  the  programs  under  points  A  and  B  above, 
the  federal  user  fee  would  still  be  collected  to  the 
extent  necessary  for  EPA  to  implement  those  parts  of 
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the  program  not  picked  up  by  the  state.   Residential 
customers  with  incomes  of  less  than  150%  of  the  federal 
poverty  level  could  file  with  their  water  system  for 
exemption  from  the  federal  water  user  fee. 

3.   State  Revolving  Loan  Fund  to  Help  Resolve  Small  System 
and  Other  Problems.   A  revolving  losm  fund  for  projects  that  will 
help  needy  PWSs  comply  with  the  requirements  of  the  SDWA  should 
be  created,  as  proposed  by  the  Clinton  Administration.   Such  a 
fund  would  not  only  help  struggling  communities  to  pay  for  their 
drinking  water  protection,  but  also  would  create  badly-needed 
jobs  in  these  communities. 

The  top  priority  of  this  fvmd  should  be  paying  for  the 
consolidation  of  systems  that  are  having  difficulty  or  will  have 
difficulty  complying  with  the  Act's  requirements.   Only  if  a 
system  shows  that  it  cannot  come  into  compliance  by  consolidating 
or  restructuring  should  a  loan  be  available  to  upgrade  the 
system.   A  set-aside  for  small  systems  should  be  included.   Zero 
or  reduced  interest  loans  should  be  provided  to  very  needy 
systems.   Any  system  receiving  federal  funds  should  be  required 
to  esteJ3lish  a  program  to  assure  that  drinking  water  is 
affordable  for  low  income  customers;  loan  repayment  stretch-outs 
or  reduced  interest  should  be  provided  to  pay  for  such  programs 
where  they  cannot  be  paid  for  with  a  modest  contribution  from  the 
customer  base  of  1.5%  of  the  system's  total  billing. 
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4.  Development  or  Identification  of  Best  Available 
Technologies  for  Small  Systems.   In  Issuing  standards,  EPA  should 
establish  research,  development,  and  demonstration  progreuns  to 
eneJsle  small  systems  to  find  technologies  to  eneJsle  them  to 
comply  with  the  standard.   EPA  should  work  with  states  to  provide 
technical  assistance  to  small  systems  so  they  can  install  those 
technologies. 

Small  systems  should  not,  however,  ever  be  authorized  to 
exceed  the  MCLs,  with  a  narrow  exception  where:  (1)  a  source 
water  protection  program  has  been  established  and  implemented; 
(2)  the  system  cannot  consolidate  or  restructure;  (3)  there  is  no 
alternative  water  source;  (4)  the  system  has  provided  full  and 
understandzible  notice  to  its  customers  and  there  is  an 
opportunity  provided  for  discussion  of  the  issue  at  the  local 
level;  and  (5)  the  system  is  on  schedule  with  installation  of 
EPA-established  BAT  for  that  size  of  system. 

5.  Better  Source  Water  Protection.   As  part  of  the  primacy 
progreun,  states  should  be  required  to  develop  a  comprehensive 
plan  to  prevent  the  contamination  of  drinking  water,  establishing 
the  roles  and  responsibilities  of  state  and  local  governments  for 
prevention,  priorities,  and  prevention  rules  or  other  mechanisms, 
as  well  as  data  management  and  public  participation  procedures. 
The  purpose  of  these  provisions  would  be  to  get  EPA  to  emphasize 
pollution  prevention  measures  more,  rather  than  end-of-the  pipe 


155 


18 
treatment  as  the  basic  remedy  of  choice.   These  programs  should, 
at  a  minimum,  Include: 

o    Local  prevention  plans  for  all  public  water  systems, 
developed  on  a  state-established  priority  basis,  for 
protecting  watersheds  and  groundwater  used  for  drinking 
water.   The  plans  could  be  developed  on  a  basln-wlde  or 
area-wide  basis,  or  on  a  system-by-system  basis, 
o    Expanded  wellhead  protection  and  watershed  protection 
planning  and  management  plans  to  assure  drinking  water 
protection. 

In  addition,  EPA  should  be  required  to  review  and  assure 
that  all  of  Its  programs  (e.g.  CWA,  RCRA,  CERCLA,  FIFRA,  TSCA, 
and  programs  under  other  authorities)  incorporate  source  control 
and  pollution  prevention  mechanisms  to  assure  protection  of 
drinking  water  sources.   Up  to  5%  of  the  SRF  should  be  availeJale 
to  states  for  these  preventative  programs.   Incentives  to 
establish  and  implement  these  progrcuns  should  be  Included,  but  no 
relaxation  of  MCLs  should  be  authorized  merely  due  to  their 
adoption. 

6.   Operator  Certification  and  Better  Technical  Assistance. 
There  is  a  need  to  assure  that  small  system  operators  are  given 
the  training  and  technical  assistance  they  need  to  come  into 
compliance.   Therefore,  the  SDWA  should  provide  that  all 
operators  of  public  water  systems  be  certified  and  trained  by  the 
primacy  progreun  in  accordance  with  EPA  guidelines,  Including 
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small  system  operators.   It  is  unfathomzQjle  why  drivers  must  be 
licensed  and  show  their  driving  proficiency  in  all  states,  but 
many  public  water  system  operators  do  not  face  a  similar 
requirement  before  they  can  provide  drinking  water  to  the  public. 
Small  system  technical  assistance,  training,  and  a  certification 
program,  tailored  by  system  size,  should  be  required  as  a  part  of 
all  primacy  programs.   Up  to  two  percent  of  the  state's  SRF 
should  be  available  for  such  small  system  activities. 

7.   Authority  to  Require  Restructuring  or  Consolidation. 
EPA  and  states  should  have  the  authority  to  order  consolidation, 
restructuring,  and  the  eUoility  to  put  eibandoned  or  "basket  case" 
systems  into  receivership. 

V.   CONCLUSION. 

In  conclusion,  several  steps  are  needed  to  assure  better 
protection  of  public  health  from  small  systems  with  problems. 
Revisions  to  the  SDWA  and  the  CWA  would  help  achieve  this  goal. 
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Mr.  Synar.  Ms.  Stanley. 

STATEMENT  OF  KATHLEEN  M.  STANLEY,  EXECUTIVE  DIREC 
TOR,  RURAL  COMMUNITY  ASSISTANCE  PROGRAM,  LEES- 
BURG,  VA 

Ms.  Stanley.  Good  afternoon,  Mr.  Chairman  and  members  of  the 
subcommittee.  I  am  here  on  behalf  of  the  National  RCAP  network 
and  the  small,  rural  communities  we  serve. 

In  1993,  RCAP  provided  onsite  training  and  technical  assistance 
in  more  than  500  small,  rural  communities  on  safe  drinking  water 
issues.  Most  of  the  these  communities  have  populations  of  less  than 
2,500  and  are  low-income  or  minority  commimities. 

Today,  most  systems  out  of  compliance  with  the  Safe  Drinking 
Water  Act  are  small  systems.  Most  simply  cannot  afford  to  meet 
the  treatment,  monitoring  and  testing  requirements  of  the  act. 
Many  other  small  systems  have  reached  their  debt  limit  in  order 
to  comply  and  have  no  capacity  to  absorb  additional  debt  to  comply 
with  future  regulations.  And  there  are  still  many  people  in  rural 
America  without  any  safe  drinking  water  source. 

We  ask  that  the  subcommittee  consider  the  following  important 
issues:  One,  the  Safe  Drinking  Water  Act  must  provide  equal  pro- 
tection under  the  law  for  all.  There  cannot  be  different  drinking 
water  standards  for  individuals  served  by  small  systems  or  for 
those  who  can't  afford  to  pay  for  safe  drinking  water.  If  the  occur- 
rence of  a  contaminant  in  the  drinking  water  supply  presents  a  suf- 
ficient health  risk  to  merit  regulation,  the  protection  provided  by 
that  regulation  should  apply  to  all  systems. 

Two,  EPA  must  give  greater  priority  to  the  development  of  State 
comprehensive  drinking  water  viability  plans.  These  should  be 
Statewide  plans  that  take  a  holistic  approach  to  safe  drinking 
water  supply  and  include  pollution  prevention,  resource  protection 
and  wellhead  protection. 

Without  these  Statewide  plans,  many  small  communities  and 
small  systems  will  continue  to  see  consolidation  and  restructuring 
as  punitive  measures,  and  efforts  to  better  target  and  increase  re- 
sources will  continue  to  be  scatter-shot. 

Three,  EPA  should  identify  affordable  best  available  treatment 
technologies  for  each  standard  it  promulgates,  and  there  should  be 
separate  recommended  BAT  for  large,  medium,  small  and  very 
small  systems.  However,  all  BAT  should  meet  the  treatment  re- 
quirements for  maximum  contaminant  levels.  Innovative  and  alter- 
native technologies,  simple  technologies,  point-of-use  and  point-of- 
entry  technologies  should  not  be  excluded  from  consideration  if 
they  meet  treatment  requirements  and  offer  affordable  solutions. 

Four,  EPA  should  permit  the  compositing  of  testing  wherever 
possible  and  should  also  aggressively  encourage  States  to  grant 
waivers  for  monitoring  requirements  where  there  is  no  evidence 
that  a  regulated  contaminant  is  present. 

Five,  more  training  and  technical  assistance  to  small  systems 
owners  and  operators  and  small  community  leaders  and  elected  of- 
ficials is  needed  if  small  systems  are  to  comply  with  the  Safe 
Drinking  Water  Act. 

0MB  reports  that  many  small  systems  don't  have  adequately 
trained  operators  and  lack  information  about  safe  drinking  water 
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regulations,  available  treatment  technologies  and  the  real  costs  of 
providing  safe  drinking  water.  Some  communities  see  efforts  to 
consolidate  and  restructure  their  existing  services  as  punitive 
measures — ^big  brother  measures — and  do  not  have  the  assistance 
they  require  to  effect  these  solutions. 

States  need  not  be  and  should  not  be  the  sole  provider  of  these 
services.  EPA  should  recognize  the  cost  effectiveness  of  the  success- 
ful technical  assistance  and  training  programs  conducted  by  field- 
based  organizations  like  RCAP. 

RCAP  strongly  supports  the  authorization  of  the  drinking  water 
State  revolving  fund  that  was  included  in  the  appropriations  for 
EPA,  The  key  to  success  of  this  funding  mechanism  will  be  the 
proper  targeting  of  funds. 

The  use  of  principal  subsidies  and  other  funding  mechanisms 
that  do  not  erode  the  corpus  of  the  loan  funds  but  offer  negative 
interest  loans  or  principal  forgiveness  for  economically  disadvan- 
taged communities  should  be  strongly  encouraged. 

Kestrictions  on  the  amount  available  to  any  one  project  and  a 
small  system  set-aside  would  further  ensure  that  the  money  goes 
where  the  ^eatest  compliance  problems  exist — small  systems. 

Communities  should  be  allowed  to  use  SRF  funds  for  planning 
purposes  in  order  to  assess  viability,  consolidate  or  restructure 
their  systems. 

Priority  for  SRF  funds  should  be  given  to  projects  that  include 
affordable,  simple  small  system  technologies. 

Thank  you  for  inviting  me  to  testify  before  you.  We  look  forward 
to  working  with  you  on  these  issues  and  look  to  you  for  leadership. 

[The  prepared  statement  of  Ms.  Stanley  follows:] 
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Good  afternoon,  Mr.  Chairman  and  Members  of  the 
Subcommittee.  I  am  here  on  behalf  of  the  national 
RCAP  network  and  the  small,  niral  communities  we 
serve. 

Many  of  the  issues  raised  In  GAO's  report  and  in 
discussions  being  held  regarding  the  reauthorization  of 
the  Safe  Drinking  Water  Act  (SDWA)  are  not 
exclusively  "small"  system  Issues.  Capital  funding  for 
infrastructure  improvements  and  repairs,  increased 
resources  to  meet  the  cumulative  costs  of  compliance 
with  SDWA  requirements,  affordable  rates  for 
consumers,  and  better  operations  and  maintenance  of 
existing  facilities  are  needs  shared  by  all  public  and 
private  water  systems  regardless  of  size.  However,  a 
one-size-fits-all  approach  to  providing  safe  drinking 
water  is  not  reasonable.  Small  systems  present  unique 
situations  that  often  require  creative,  "small 
conimunity"  solutions  due  to  their  smaller  customer 
and  revenue  base.: 

Today,  most  community  water  systems  are  small 
systems  (87%)  and  small  systems  account  for  the 
majority  of  systems  out  of  compliance  (90%)  with 
existing  SDWA  regulations.  Most  of  these  small 
systems  simply  cannot  afford  to  meet  the  treatment, 
monitoring  and  testing  requirements  of  the  Act.   Many 
other  small  systems  struggling  to  stay  in  compliance 
have  reached  their  debt  limit  in  order  to  comply  vrith 
existing  regulations,  and  have  no  capacity  to  absorb 
additional  debt  to  comply  with  future  regulations. 

As  part  of  the  debate  regarding  reauthorization  of  the 
Safe  Drinking  Water  Act  and  in  response  to  the  GAO 
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report  released  at  this  hearing  today,  we  ask  that  the 
committee  consider  the  following  issues: 

Ecjual  Protection  Under  the  SDWA  ...  Environmental 

The  SDWA  must  provide  equal  protection  under  the 
law  for  all.  There  cannot  be  different  drinking  water 
standards  for  individuals  served  by  small  systems  or 
for  those  that  can  not  afford  to  pay  for  safe  drinking 
water. 

There  has  been  much  discussion  of  using  "ability  to 
pay"  or  "affordability"  as  criteria  for  setting  standards 
for  future  contaminant  regulations  for  small  systems. 
If  the  occurrence  of  a  contaminant  in  the  drinking 
water  supply  presents  a  sufficient  health  risk  to  merit 
regulation/  the  protection  provided  by  that  regulation 
should  apply  to  all  size  systems. 

If  as  part  of  its  standard  setting  process,  EPA  were  to 
consider  data  from  cost  benefit  analyses  in  addition  to 
comprehensive  health  risk  assessment  and  occurrence 
data,  it  should  not  be  used  to  justify  different  levels  of 
health  protection. 

fKfr/fe  Y/Rter  Supylif  Services  ViaJfility 

Comprehensive  state  drinking  water  viability  plans 
can  prevent  potentially  non-viable  systems  from 
forming  and  encourage  the  restructuring  and/or 
consolidation  of  existing  non-viable  systems.   Without 
state-wide  plans,  many  small  communities  and  small 
systeR\s  will  continue  to  see  consolidation  and 
restructuring  as  punitive  measures,  and  efforts  to 
better  target  and  increase  resources  (federal,  state  and 
other)  will  continue  to  be  scatter-shot  and  ineffective. 

EPA  must  give  priority  to  the  development  of  State 
Comprehensive  Drinking  Water  Viability  Plans.  These 
should  be  state-wide  plans  that  set  long-term  strategies 
for  providing  affordable,  safe  drinking  water  to  all 
individuals  in  watershed  areas,  regions,  communities, 
or  smaller  service  areas  within  each  state.  They  should 
not  concentrate  solely  on  small  systems,  but  shoiild 
present  a  holistic  approach  to  safe  drinking  water 
supply  and  include  pollution  prevention,  resource 
protection  and  wellhead  protection. 
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The  plan  should  give  cost  estimates  and  resource 
requirements  for  Implementation,  and  propose  where 
these  resources  might  come  from.  Included  should  be 
projected  revenues  from  existing  PWSS  programs, 
funds  available  from  other  federal  and  state  sources 
(including  the  Drinking  Water  SRF,  user  fees  or 
polluter-pays  fees),  and  other  available  resources  like 
technical  assistance  services  provided  by  RCAP  and 
other  organizations  that  can  be  targeted  to  carry  out 
activities  in  the  plan. 

EPA  estimates  that  it  would  cost  approximately 
$100/)00  per  state  to  develop  and  implement  these 
plans.  One  percent  (1%)  of  the  $599,000,000 
appropriated  for  a  Drinking  Water  SRF  ($5,990,000) 
should  be  set  aside  and  allocated  to  states  for  this 
purpose. 

Small   Systgm   TechnohfJeB 
EPA  should  identify  best  available  treatment 
technologies  (BAT)  for  each  standard  it  promulgates. 
There  should  be  separate  recommended  BAT 
identified  for  large  systems,  medium  systems,  small 
and  very  small  systems,  ^yi  EPA-recommended  BAT 
—  regardless  of  system  size  —  should  meet  the  same 
treatment  requirements  for  maximum  contaminant 
levels  and  provide  equal  health  protection. 

To  accomplish  this,  EPA  should  work  with  equipment 
manufacturers  and  universities,  individual 
entrepreneurs  and  others  at  the  field-level  to  develop 
and  test  simple,  affordable  treatment  technologies  for 
small  systems.  Polnt-of-use  and  point-of-entry 
treatment  technologies  should  not  be  excluded  from 
consideration  as  solutions  if  they  meet  treatment 
requirements  and  offer  affordable  solutions. 

Effective  Use  of    Moniiorinf    €t  Testinf  Waivers 
RCAP  works  wJU\  rural,  low-income  populations  and 
is  very  sensitive  to  the  need  to  protect  the  health  of  all 
Americans.  At  the  sanxe  time,  there  is  no  need  to  force 
small  systems  in  these  commtmities  to  test  for 
substances  that  are  not  therel  In  many  small  systems 
the  highest  budgeted  cost  is  for  testing.  EPA  should 
permit  the  compositing  of  testing  wherever  possible. 
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EPA  should  also  strongly  encourage  states  to  grant 
waivers  for  monitoring  requirements  where  there  is 
no  evidence  that  a  regulated  contaminant  is  present. 
In  Massachusetts,  EPA  has  approved  waivers  for 
testing  under  the  Phase  n  Rule  which  will  save  a  small 
surface  water  supply  system  $8^00  in  testing  costs. 

Small  System  Technical  Assistance  and  Trainini 

More  training  and  technical  assistance  to  small  system 
owners  and  operators,  and  small  community  leaders 
and  elected  officials  is  needed  if  small  systems  are  to 
comply  with  the  SDWA.  OMB  reports  that  many 
small  systems  are  out  of  compliance  due  to  untrained 
operators.   Many  small  communities  lack  information 
about  SDWA  regulations,  available  treatment 
technologies,  and  the  "real"  costs  of  providing  safe 
drinking  water  services.  Others  see  efforts  to 
consolidate  and  restructure  their  existing  services  as 
punitive  measures  and  do  not  have  the  assistance  they 
require  to  effect  tiiese  solutions. 

However,  states  need  not  be  and  should  not  be  the  sole 
provider  of  technical  assistance.  EPA  has 
recommended  that  states  use  1%  of  their  PWSS 
allocation  for  technical  assistance.  Total  funding  for 
PWSS  is  $58.9  million.  One  percent  of  this  is  $589,000 
or  an  average  of  less  than  $12,000  per  state  (if  allocated 
eveiUy).  Obviously,  this  is  not  enough  to  meet  the 
immediate  training  and  technical  assistance  needs  of 
the  14,7%  small  systems  currently  out  of  compliance, 
or  the  future  needs  of  small  systems. 

EPA  needs  to  recognize  the  importance  of  the 
successful  technical  assistance  and  trairUng  programs 
conducted  by  existing,  field-based,  national 
organizations  like  RCAP.  The  agency  needs  to  support 
the  continuation  of  these  programs  as  cost-effective 
ways  to  provide  on-site,  community-specific  ti-aining 
and  technical  assistance  in  small,  rural  communities. 

nrinkinf  Water  State  Revolvim  FuTlds 
RCAP  strongly  supports  the  authorization  of  the 
Drinking  Water  State  Revolving  Fund  (SRF)  that  was 
included  in  the  appropriations  for  EPA.   While  the 
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funding  levels  proposed  for  the  Drinking  Water  SRF 
are  well  below  the  real  dollars  needed,  these  funds  can 
still  be  used  to  make  much  needed  capital 
improvements  in  many  communities. 

The  key  to  the  success  of  this  funding  mechanism  will 
be  proper  targeting  of  the  funds.  Efforts  must  be  made 
to  ensure  small  communities  can  successfully  access 
these  loan  funds  at  affordable  rates. 

•  The  use  of  principal  subsidies  and  other  funding 
mechanisms  that  do  not  erode  the  corpus  of  the 
loan  fiind/  but  allow  for  negative-interest  loans  or 
principal  forgiveness  for  economically 
disadvantaged  communities  should  be  strongly 
encouraged. 

•  Restrictions  on  the  amount  available  to  any  one 
project  and  a  small  system  set-aside  would  further 
ensure  that  the  nu>ney  goes  where  the  greatest 
compliance  problems  exists  ~  small  systems. 
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Communities  should  be  allowed  to  use  SRF  funds 
for  planiung  in  order  to  consolidate  or  restructure 
their  systems. 

Priority  for  SRF  funds  should  be  given  to  projects 
that  include  alternative/innovative  small  system 
technologies. 
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Mr.  Synar.  We  thank  all  of  you  on  the  panel. 

Let's  start  with  the  basics.  Do  you  agree  we  ought  to  eliminate 
the  requirement  that  we  regulate  25  contaminants  every  3  years? 

Ms.  Smith.  Yes.  Mr.  Chairman,  I  probably  shouldn't  admit  this, 
but  I  was  around  for  the  1986  reauthorization  and  worked  on  it  for 
several  years  prior  to  that.  The  notion  at  the  time  was  EPA  would 
come  to  Congress  and  say  we  don't  have  good  data  on  this,  we  don't 
have  research  data,  it  will  take  7  years,  and  the  objective  of  the 
25  every  3  years  was  to  keep  their  Il&D  moving  forward. 

If  we  can  have  an  alternative  that  keeps  EPA's  nose  to  the  grind- 
stone in  terms  of  looking  at  what  are  real  threats  to  drinking 
water,  then  we  don't  have  to  have  an  arbitrary  number  to  set  for 
regulation  every  3  years. 

Mr.  Synar.  Does  everybody  agree  with  that?  We  will  let  one  per- 
son answer  unless  there  is  disagreement. 

Mr.  Olson.  I  agree,  with  one  caveat,  which  is  that  we  believe  the 
problem  with  the  1974  act  was  that  there  wasn't  any  requirement 
that,  once  there  is  evidence  there  was  a  problem  with  a  contami- 
nant, that  EPA  do  something  about  it.  So  with  the  caveat  that 
there  be  some  requirement  that  the  Agency  move  forward  once  it 
is  apparent  that  there  is  a  problem  we  would  support  a  change  as 
part  of  a  package  of  amendments  to  the  act. 

Mr.  Synar.  Mr.  Levy  and  Ms.  Stanley,  we  have  been  hearing  a 
lot  about  this  cost-benefit-analysis  approach.  Are  you  worried  that 
that  approach  might  be  just  another  reason  for  EPA  not  to  regulate 
altogether? 

Ms.  Stanley.  There  is  always  the  risk  that  you  just  change  the 
rules  so  people  fall  off  the  radar  screen.  That  is  a  concern. 

We  are  also  concerned  that  it  would  mean  less  health  protection 
if  it  is  applied  only  to  small  systems.  If  there  is  a  health  risk,  it 
is  a  health  risk  for  everybody. 

Mr.  Synar.  Mr.  Levy,  isn  t  it  true  that  costs  are  easily  quantifi- 
able and  benefits  aren  t? 

Mr.  Levy.  I  will  slide  into  your  question. 

The  last  14  years  I  have  worked  with  systems  that  have  been 
faced  with  large  costs,  and  it  is  a  struggle,  and  many  times  they 
don't  know  where  to  come  up  with  the  money.  If  there  is  a  drinking 
water  problem,  they  want  to  know  what  the  drinking  water  prob- 
lem is,  and  they  ask  what  is  the  problem.  We  say  it  is  such  and 
such  or  it  isn't  such  and  such. 

They  want  to  know  how  much  it  is  going  to  cost,  and  we  make 
a  projection  that  is  sometimes  good  and  sometimes  iDad.  Then  they 
want  to  know  what  are  they  getting  for  their  money?  Is  their  water 
going  to  be  better  or  is  it  not  going  to  be  better?  If  you  can  tell 
them  that  yes,  their  water  will  be  better  and  safer  the  project  will 
go  through.  If  you  can't  provide  that  kind  of  basic  evidence,  that 
we  don't  know  whether  it  will  be  better  or  not  but  you  are  simply 
complying,  then  you  have  trouble  in  the  community. 

Mr.  Synar.  Have  you  done  a  poll  to  find  out  what  customers 
mean  when  they  say  they  are  willing  to  pay  for  something? 

Mr.  Levy.  I  am  a  former  economist  a  long  time  ago.  There  is 
something  called  a  free  rider  effect  in  polling  which  is  if  you  ask 
somebody  what  they  want  to  do  they  will  tell  you,  and  maybe  they 
are  telling  the  truth  and  maybe  they  are  not  telling  the  truth. 
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Mr.  Synar.  Did  you  ever  ask  them  what  they  are  wilHng  to  pay 
to  ensure  clean  water? 

Mr.  Levy.  In  my  experience,  they  will  pay  anything  they  need  to 
to  be  safe. 

Ms.  Stanley.  We  have  never  really  done  a  formal  survey,  but  I 
agree  that  the  question  of  cost  comes  down  to  what  is  the  risk  and 
what  is  the  real  cost.  But  if  people  know  that  it  is  important  for 
them  to  have  safe  drinking  water  it  is  not  a  hard  sell.  It  is  hard 
to  come  up  with  ways  to  pay  for  it. 

Mr.  Synar.  Mr.  Levy,  you  said  you  had  200  small  utilities  testing 
for  70  contaminants,  which  came  up  to  14,000  tests,  of  which  you 
found  one  violation.  And  that  very  persuasive  statistic  wasn't  argu- 
ing for  the  systems  not  to  require  testing  at  least  one  time  for  all 
contaminants,  is  it? 

Mr.  Levy.  We  support  one  test  to  see  what  is  out  there.  We  also 
support  a  waiver  policy  that  if  it  is  not  around 

Mr.  Synar.  But  at  least  one  test  to  determine  what  is  out  there. 
Anybody  disagree  with  that? 

What  about  retesting  on  a  baseline?  Should  that  be  done? 

Ms.  Smith.  Mr.  Chairman,  I  think  that  one  test- -a  baseline  is 
not  necessarily  one  test.  For  some  contaminants,  we  may  be  talking 
about  going  in  with  one  test  or  1  year  of  tests.  But  in  terms  of  es- 
tablishing a  baseline  a  snapshot  may  not  work. 

EPA's  report  to  Congress,  I  believe,  cites  some  USGS  data  that 
shows  pesticide  residues  varying  from  10  to  100  times  in  the  period 
of  time  of  a  single  growing  season.  So  we  think  we  need  to  estab- 
lish a  baseline  with  as  narrow  a  testing  as  possible.  We  have  to  be 
careful  about  what  constitutes  a  good  baseline. 

If  vou  look  at  the  cost  of  the  monitoring,  the  two  contaminants 
which  are  most  expensive  are  dioxin  and  asoestos.  Beyond  that,  the 
other  tests  that  are  very  expensive  are  pesticides. 

We  would  hope  that  at  some  point — although  maybe  not  on 
drinking  water  reauthorization — ^but  at  some  point  Congress  look 
at  putting  a  levy  on  pesticide  production  because  the  pesticide  pro- 
ducer may  be  able  to  absorb  that  fee  a  lot  easier  than  a  water  sys- 
tem serving  25  people. 

Mr.  Synar.  The  pesticide  manufacturer  or  user? 

Ms.  Smith.  The  pesticide  manufacturer.  And  to  put  that  money 
toward  helping  with  pesticide  testing  for  small  systems. 

Mr.  Synar.  When  you  talk  about  setting  a  base  period  and  set- 
ting parameters  and  also  doing  rechecks  and  also  doing  a  varietv 
of  other  things,  you  are  saying  that  these  rules  should  apply  botn 
to  rural  and  urban  systems.  You  shouldn't  differentiate,  correct? 

Ms.  Smith.  Correct. 

Mr.  Synar.  Now,  you  heard  my  discussion  with  EPA.  One  could 
look  at  the  fiscal  year  1995  budget  and  wonder  whether  or  not  they 
have  any  creditability  left  with  local  water  systems.  Is  that  correct? 

Mr.  Levy.  From  the  rural  water  perspective,  yes. 

Ms.  Stanley.  From  our  perspective,  yes. 

Ms.  Smith.  We  know  that  they  struggled  hard  to  get  the  money 
for  the  revolving  fund,  but  we  think  that  they  should  have  in- 
creased the  grant  money  to  the  States,  and  we  would  like  to  see 
more  technical  assistance  grant  money  and  research  money  as  well. 

Mr.  Olson.  I  would  agree  with  what  Velma  said. 
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Mr.  Synar.  Should  GAO  and  EPA  prevail  in  their  contention 
that  certification  and  training  should  be  mandatory  for  all  systems? 

Mr.  Levy.  I  think  from  the  Federal  perspective  they  should  state 
that  all  water  operators  should  be  qualified,  and  then  I  believe  it 
should  be  up  to  the  States  to  determine  what  sort  of  qualifications. 

Ms.  Stanley.  We  have  never  really  done  a  formal  survey.  We 
don't  have  an  uniform  opinion  across  the  country  with  that.  But 
most  people  would  not  argue  that  they  should  be  trained,  if  not  cer- 
tified. 

Ms.  Smith.  There  should  be  certification.  It  shouldn't  be  easier 
to  be  a  water  system  operator  than  it  is  a  beautician. 

Mr.  Synar.  How  do  we  deal  with  the  chronic  nonviable  system 
problem?  Do  you  think  we  should  let  the  nonviable  systems  go  by 
the  wayside?  How  do  you  deal  with  them? 

Mr.  Olson.  Our  proposal  is  that  you  have  to  realize  that  there 
is  a  root  cause,  that  you  have  too  many  tiny  systems  not  able  to 
take  advantage  of  economies  of  scale.  The  way  you  solve  the  prob- 
lem, you  have  to  have  States  do  case-bv-case  reviews  of  viability. 
You  have  to  have  an  adequate  Federal  funding  program  that  is 
matched  by  State  money  to  consolidate  and  restructure  and  search 
for  alternative  water  supplies.  And  you  have  to  have  an  alternative 
BAT  program  that  brings  in  available  technologies  to  help  the 
small  guys  comply  if  they  cannot  consolidate  or  restructure. 

Mr.  Synar.  You  are  familiar  with  last  year  during  the  Energy 
and  Commerce  markup  I  tried  to  get  a  15  percent  set-aside  for  the 
SRF  for  rural  systems  so  that  they  would  have  money.  Do  you  be- 
lieve that  set-aside  was  a  good  idea? 

Mr.  Olson.  We  would  support  a  set-aside  to  look  at  consolidation 
of  small  systems  with  some  kind  of  hierarchy  so  that  you  are  not 
just  propping  up  small  systems  that  are  nonviable.  With  that  ca- 
veat, yes,  we  would  support  a  set-aside  for  small  systems. 

Ms.  Smith.  Our  only  potential  problem  with  a  set-aside  is  I 
wouldn't  want  that  to  become  the  cap  for  what  small  systems  get. 
I  want  that  to  be  the  least. 

Mr.  Synar.  I  agree.  Mr.  Levy. 

Mr.  Levy.  I  think  it  would  be  a  mistake  to  simply  focus  on  viabil- 
ity. And  viability  is  the  problem.  I  think  we  need  to  focus  on  public 
health  standard  setting  and  the  ability  to  meet  those  standards, 
and  that  is  where  we  are  at  and  what  we  are  after.  We  want  safe 
drinking  water  for  rural  America.  There  will  be  times  that  viability 
is  the  issue  and  restructuring  is  necessary,  but  I  think  that  should 
be  on  the  plate  with  lots  of  other  things  such  as  training,  such  as 
technical  assistance,  such  as  groundwater  protection,  such  as  cer- 
tification programs,  et  cetera. 

But  if  we  create  a  box  and  try  to  make  everyone  fit  into  this  box 
it  may  create  more  problems  than  we  are  trying  to  solve. 

Mr.  Synar.  You  mentioned  that  restructuring  was  politically  dif- 
ficult, but  you  do  agree  we  are  going  to  have  to  restructure  and 
consolidate — ^let  me  put  another  bullet  in  that  gun  for  you. 

Mr.  Levy.  That  means  I  will  have  to  dodge  2  days. 

Mr.  Synar.  You  do  think  consolidation  will  be  in  order? 

Mr.  Levy.  I  think  there  will  be  systems  that  need  to  consolidate, 
to  restructure.  I  have  done  that. 
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As  we  speak  today,  I  am  putting  together  two  of  them.  And  it 
will  work  sometimes.  There  are  other  times  that  it  won't. 

Mr.  Synar.  I  was  fascinated  with  the  viability  program  in  Wash- 
ington State,  as  described  by  Mr.  Clark.  It  is  clear  that  Washing- 
ton— and  he  also  mentioned  Pennsylvania  and  Connecticut — are 
States  that  have  taken  the  initiative  to  ensure  that  their  systems 
can  comply  with  the  act,  and  have  gone  way  beyond  what  we  even 
anticipated.  These  States  have  done  it  voluntarily.  If  we  could  get 
the  otners  to  fall  in  line  that  way,  that  would  be  tne  way  we  should 

go. 

What  incentives  do  we  need  out  there  to  avoid  mandates?  Be- 
cause clearly  that  is  what  we  would  like  to  do.  What  is  out  there 
that  helps  us  do  that,  Mr.  Levy? 

Mr.  Levy.  I  think  there  are  a  lot  of  incentives  now.  I  think  trying 
to  comply  with  the  Safe  Drinking  Water  Act  is  an  incentive  to  re- 
structure. I  think  that  with  consent  agreements,  with  methods. 
State  agencies  are  using  to  force  people  to  comply,  they  already 
have  a  lot  of  power  to  steer  people  in  different  directions. 

I  think  that  compliance  with  the  Safe  Drinking  Water  Act  is  forc- 
ing new  concepts  of  viability.  But  I  think  there  are  a  lot  of  options 
out  there  for  a  lot  of  systems. 

We  get  concerned  when  there  is  a  checklist  of  what  is  a  viable 
system  and  what  is  not  a  viable  system  coming  from  Washington, 
DC.  We  think  that  precludes  initiative  and  precludes  a  lot  of  dif- 
ferent ways  of  solving. 

Mr.  Olson.  I  had  a  couple  of  thoughts  on  that.  One  is  that  I 
would  agree  that  compliance  with  the  Safe  Drinking  Water  Act  has 
encouraged  some  consolidation.  The  problem  is  that  there  are  pro- 
posals that  would  roll  back  the  requirements  of  the  Safe  Drinking 
Water  Act  for  small  systems,  and  tnat  would  eliminate  a  lot  of  the 
incentives,  we  believe,  for  getting  small  systems  to  comply. 

In  addition,  clearly,  since  we  only  have  three  States  with  really 
aggressive  consolidation  and  regionalization  programs,  something 
is  not  happening,  and  we  need  to  do  something  about  the  problem. 
We  believe  that  taking  EPA  up  on  its  proposal  and  saying  that 
each  State  should  have  a  viability  program  to  prevent  new 
nonviables  and  to  address  existing  ones  without  having  every  sin- 
gle detail  spelled  out  in  Federal  regulations  is  probably  the  right 
way  to  go.  You  would  vary  it  from  State  to  State,  how  it  would  be 
implemented. 

Mr.  Synar.  Have  you  studied  those  three  States  and  why  they 
did  it  and  the  other  47  haven't? 

Mr.  Olson.  Yes.  They  have  fairly  different  programs,  but  what 
is  common  to  them  is  that  they  are  all  addressing — they  are  trying 
to  address  the  problem  of  not  creating  new  nonviable  systems, 
which  is  clearly  important,  but  you  still  have  a  tremendous  number 
of  existing  systems  and  those  programs  deal  with  them  differently. 

In  Connecticut,  for  example,  they  have  a  big  brother  program 
where  they  have  large  systems  taking  little  guys  under  their  wing 
and  trying  to  help  them. 

In  Pennsylvania 

Ms.  Smith.  Pennsylvania  was  the  leader  in  terms  of  putting 
State  funds  into  helping  systems  financially.  I  think  they  have  the 
oldest  program  in  tne  country  for  providing  loans  and  grants  to 
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drinking  water  systems.  Maryland,  Connecticut,  Washington  are 
held  up  as  the  models  and  I  think  have  done  the  most  comprehen- 
sive work. 

But  there  are  other  States  as  well.  I  was  reviewing  data  and  saw 
that  in  1  year  North  Carolina  had  more  consolidations  than  all 
other  States  combined.  I  can't  recall  the  year.  So  I  called  the  Public 
Utility  Commission  and  what  their  legislature  had  adopted  was  a 
bonding  requirement  for  systems,  and  even  systems  in  existence 
had  to  fund  that.  That  was  a  great  incentive  for  consolidation. 

Different  States — Texas  has  been  doing  a  good  job  of  trying  to 
improve  their  inventory.  They  didn't  have  good  information  on  all 
the  systems  that  were  out  there.  California  has  requirements  for 
looking  at  new — ^viability  of  new  systems. 

So  there  is  a  lot  of  good  experimentation  g^oing  on,  and  I  don't 
think  that  a  Federal  program  should  say  this  level  of  system  is 
nonviable  or  you  must  achieve  this  many  consolidations.  It  should 
say  that  the  State  must  have  a  program,  that  a  State  must  arm 
itself  with  certain  tools,  but  I  don't  think  that  EPA  should  put  a 
checklist  or  do  bean  counting  in  terms  of  how  many  systems  must 
be  consolidated,  how  many  times  you  must  order  taJceovers  and 
that  sort  of  thing. 

Mr.  Synar.  Mr.  Mica. 

Mr.  Mica.  You  are  all  right  on  two  points  that  we  all  agree  on: 
one  is  that  we  provide  funding,  and  the  other  is  we  provide  tech- 
nical assistance.  Any  disagreement  with  that?  Did  you  all  lobby  the 
Congress,  each  of  you? 

Ms.  Smith.  Yes. 

Ms.  Stanley.  No,  I  don't. 

Mr.  Levy.  No,  I  don't. 

Mr.  Mica.  But  you  are  concerned  about  the  issue? 

Mr,  Levy.  Our  organization  does.  I  don't  personally. 

Mr.  Mica.  How  about  your  organization,  Ms.  Stanley? 

Ms.  Stanley.  Yes. 

Mr.  Synar.  I  can  save  myself  a  lot  of  office  time  if  your  organiza- 
tion didn't  lobby. 

Mr.  Mica.  There  is  a  proposal  for  a  revolving  funding  mecha- 
nism. It  passed  out  of  my  committee  last  year.  What  are  you  doing 
about  getting  that  passed?  As  I  imderstand,  the  moneys  appro- 
priated will  expire  in  October.  The  clock  is  rimning. 

Ms.  Smith.  Probably  in  your  basket  of  material  you  have  seen 
letters  from  us  because  we  have  written  to  the  Appropriations 
Committee  and  to  Carol  Browner  asking  her  to  make  this  a  top  pri- 
ority. 

Mr.  Mica,  These  associations  and  these  big  Friends  of  the  Earth 
groups — ^you  can't  move  that  little  fund  forward?  I  understand  the 
Senate — is  this  correct  that  the  Senate  hasn't  taken  it  up,  the  au- 
thorization? 

Ms.  Smith.  They  are  scheduled  to  do  markup  on  Thursday, 

Mr.  Mica.  So  you  are  working. 

Ms.  Smith.  Also,  since  the  1986  amendments  passed,  the  very 
first  year  after  that  we  were  in  to  see  the  Appropriations  Commit- 
tee to  try  to  increase  the  State  grant  funding. 

Mr.  Mica.  You  need  to  get  your  lobbying  act  together  if  you  are 
going  to  move  that  stuff  forward  because  you  have  the  ability  to 
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move  that  stufF,  especially  powerful  organizations  like  you  all  rep- 
resent. If  it  expires  it  would  be  a  travesty.  And  also  whatever  it 
ends  up  with  as  far  as  authorizing  language  should  certainly  ad- 
dress some  of  the  things  that  have  been  brought  out  here  today 
and  you  are  concerned  about. 

Mr.  Olson.  In  order  for  that  authorization  to  pass,  a  lot  of  Mem- 
bers have  said  that  they  would  like  to  see  the  Safe  Drinking  Water 
Act  reauthorized. 

Mr.  Mica.  Hand  in  hand,  but  you  ought  to  get  it  moving  on  both 
sides  and  get  some  consensus  going. 

The  other  item  I  was  concerned  about  is  technical  assistance. 
Where  have  you  all  been?  Have  you  written  letters  and  provided 
technical  assistance  in  the  last  year  both  to  the  authorizing  com- 
mittees and  also  to  EPA?  Do  you  have  copies  of  those?  I  don't  re- 
member seeing  them. 

Ms.  Smith.  In  the  last  year — we  have  not  specifically  on  tech- 
nical assistance  in  the  last  year. 

Mr.  Mica.  I  need  you  to  go  back  and  do  that.  That  is  the  way 
the  system  works. 

How  about  your  group,  Mr.  Olson? 

Mr.  Olson.  We  have  sig^^ed  onto  a  lot  of  letters  to  the  Appropria- 
tions Committee  to  increase  funding  for  research. 

Mr.  Mica.  You  couldn't  get  the  administration  to  come  up  with 
anything  in  its  proposals  or  EPA  to  come  forward  with  dollars  for 
technical  assistance,  when  that  sort  of  goes  to  the  core?  Funding 
and  technical  assistance  are  two  things  I  heard  everybody  agree  on. 

How  about  you,  Mr.  Levy? 

Mr.  Levy.  National  Rural  Water  did  testify  before  Appropria- 
tions. 

Mr.  Mica.  There  are  letters  on  record  on  the  technical  assistance 
question.  You  need  to  work  the  process.  That  is  how  you  get  things 
done  around  here.  Some  of  you  have  been  around  here  long  enough 
to  know  that.  Seems  like  you  could  move  them  through  exercising 
a  little  political  muscle. 

Ms.  Smith.  We  try,  and  over  the  past  year  we  have  put  our  top 
priority  in  trying  to  get  the  loan  fund  created  and  trying  to  get  the 
money  appropriated  for  the  loan  fund  and,  hopefully,  to  see  an  au- 
thorization that  will  allow  the  Agency  to  spend  that  money, 

Mr.  Mica.  The  other  thing  is  we  can  regulate  all  we  want  in 
Washington  but  if  you  don't  provide  some  assistance  in  the  form  of 
funds  or  technical  assistance  for  some  of  these  small  systems  you 
might  just  as  well  be  whistling  in  the  wind  up  here  on  a  breezy 
day. 

Consolidation  sounds  like  a  good  idea,  but  there  are  some  of 
these  remote  systems  that  you  will  never  consolidate  so  you  still 
have  to  have  some  flexibility  and  some  reasonableness  to  the  whole 
system,  would  you  agree? 

Ms.  Smith.  Yes. 

Mr.  Levy.  I  can't  begin  to  tell  you  what  a  good  job  rural  water 
people  do  because  they  can  send  people  out  and  work  with  small 
water  systems  and  bring  them  through  the  process.  More  than  any- 
thing people  don't  imderstand  the  process,  and  if  you  have  skilled 
people  guiding  them  you  can  achieve  incredible  results. 
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Mr.  Mica.  Get  them  to  write  their  members  of  these  committees 
and  get  these  moving.  If  you  lose  the  599  and  we  have  another  bil- 
lion m  store  down  the  pike,  you  are  not  going  to  get  anything  done. 
Getting  technical  assistance 

The  guy  behind  you  came  here  with  nothing  proposed  in  his 
budget.  It  is  a  travesty.  I  blame  Members  of  Congress  and  groups 
that  aren't  moving  this.  Thank  you. 

Mr.  Synar.  Let  me  thank  this  panel  for  outstanding  testimony. 

Let  me  make  these  brief  remarlcs.  I  think  it  is  clear  that  EPA 
is  not  putting  its  money  where  its  mouth  is.  It  has  reduced  grants 
to  States  to  run  the  programs.  As  we  have  learned  today,  it  has 
zeroed  out  the  money  for  the  National  Rural  Water  Association's 
circuit  rider  program,  and  the  Rural  Community  Assistance  Pro- 
gram educational  fund. 

What  we  are  learning  today  as  we  continue  this  debate  on  safe 
drinking  water  is  that  we  need  a  reauthorization  and  we  need  a 
real  commitment  by  EPA  to  safe  drinking  water  and  the  concerns 
of  small  systems.  The  witnesses  have  told  us  why  small  systems 
are  depending  upon  it.  Most  importantly,  public  health  in  rural 
America  in  particular,  and  small  systems  outside  of  our  cities  de- 
serve it. 

I  hope  this  hearing  has  been  helpful.  We  have  learned  a  lot,  and 
I  think  today's  GAG  report  will  assist  those  committees  of  jurisdic- 
tion as  they  proceed  through  the  reauthorization  process.  I  nave  no 
doubt  that  this  is  a  subject  we  will  return  to. 

Thank  you  all  very  much. 

[Whereupon,  at  3:55  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene subject  to  the  call  of  the  Chair.] 
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J.  Dennis  Kastert 

Ranking  Member 

Environment,  Energy  &  Natural  Resources 

March  14, 1994 


Mr.  Chairman: 

Thanl(  you  for  convening  this  hearing.  It  is  especially  timely  as 
Congress  considers  the  reauthorization  of  the  Safe  Drinking  Water  Act 
this  year.  I  hope  that  Congress  will  proceed  responsibly  as  well  as 
expeditiously  in  addressing  this  legislation  this  year  and  not  delay  its 
consideration  and  passage  until  the  104th  Congress.  Indeed,  assuring 
the  public  that  the  drinking  water  that  they  drink  is  safe  is  a  priority  of 
each  and  every  member  of  Congress.  The  public  has  right  to  feel 
confident  that  their  drinking  water  is  free  from  biological  and  chemical 
contaminants  and  Congress  has  the  obligation  to  ensure  that  our 
drinking  water  supply  is  preserved  and  safe. 

As  we  are  all  aware,  the  1986  Amendments  to  the  Safe  Drinking 
Water  Act  imposed  increased  responsibilities  on  States  as  well  as 
additional  compliance  measures,  including  new  treatment,  monitoring, 
and  reporting  requirements.  The  costs  associated  with  implementing 
these  amendments  is  staggering.  For  example,  EPA  estimates  that 
States  face  a  current  annual  funding  shortfall  of  $162  million  for 
implementing  the  Safe  Drinking  Water  Act  requirements.  Compliance 
costs  to  meet  new  treatment,  monitoring  and  reporting  requirements  is 
expected  to  cost  water  systems  at  least  $2.5  billion  annually  and  a  total 
of  $10  billion  is  needed  for  capital  expenditures.  Moreover,  the  costs 
associated  with  implementing  these  amendments  are  disproportionately 
borne  by  small  water  systems. 

As  Congress  considers  various  recommendations  to  improve  the 
Safe  Drinking  Water  Act  this  year  it  Is  important  that  we  not  only 
address,  but  also  correct  the  numerous  problems  confronting  state 
governments  and  local  communities  in  implementing  the  Acfs 
requirements.  In  doing  so,  we  must  avoid  imposing  additional, 
burdensome,  and  costly  regulations  on  state  and  local  entities.  Rather, 
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we  must  seek  prudent  and  protective  measures  to  ensure  the  safety  of 
our  nation's  drinking  water  supply. 

One  such  measure  of  particular  significance  is  developing 
programs  that  protect  our  drinking  water  sources  to  prevent 
contamination  from  occurring.  For  example,  In  my  district  an  aquifer  is 
located  near  a  site  at  which  a  group  is  seeking  a  permit  to  build  an 
experimental  balefill.  If  such  a  balefill  is  constructed  at  this  location,  the 
drinking  water  for  thousands  of  citizens,  their  children  as  well  as  their 
children's  children  will  be  in  jeopardy  of  becoming  contaminated. 
Treatment  costs  for  contamination  could  run  to  tens  of  millions  of  dollars, 
if  possible  at  all.  Indeed,  the  most  reasonable  way  to  assure  my 
constituents  that  their  drinking  water  will  remain  safe  is  to  protect  this 
source  of  water  from  even  the  possibility  of  contamination  by  simply 
locating  the  balefill  at  a  different  site. 

It  is  my  understanding  that  one  of  the  Administration's 
recommendations  for  the  Safe  Drinking  Water  Act  Reauthorization  is  the 
implementation  of  programs  for  both  ground  water  and  surface  water  to 
protect  sources  of  drinking  water  from  becoming  contaminated  in  the 
first  place.  I  applaud  the  emphasis  on  prevention  programs  and 
encourage  the  Administration  to  remain  committed  to  this  measure.  Not 
only  will  such  programs  prevent  pollution,  but  they  will  also  reduce  the 
long-term  costs  associated  with  current  monitoring  and  treatment 
requirements. 

In  conclusion,  I  look  forward  to  working  with  you  Mr.  Chairman  in 
assuring  that  our  nation's  drinking  water  supply  remains  the  safest  in  the 
world. 
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Eleven  Becxion  St. 
Boston.  MA  02108 


iQl   inrV^  (617)523-8010 

IO«JI  I  rCi  (617)  523-7398  (Rax) 

Lc3w  Center  I- 

1875  Connecticut  Ave.,  NW  April  4.  1994 

nC.  Suite  510 

Washington,  DC  20009 
(202)  986-6060 
(202)  986-6648  (Fox) 


The  Honorable  Mike  Synar 

House  Government  Operations  Committee 

Subcommittee  on  Environment,  Energy  &  Natural  Resources 

B-371 B  Raybum  House  Office  Building 

Washington,  D.C.    20515 

Dear  Mr.  Chairman: 

On  behalf  of  our  low  income  clients,  the  National  Consumer  Law  Center  would  like  to  take  this 
opportunity  to  add  to  the  information  you  received  on  March  1 4  regarding  the  impact  that  the  Safe 
Drinking  Water  Act's  provisions  has  on  low  income  households.  We  submit  information  today 
addressing  the  needs  of  those  Americans  for  whom  the  loss  of  water  service,  due  to  their  inability  to 
pay  escalating  charges,  is  a  persistent  and  painful  threat.  This  issue  was  not  really  addressed  in  the 
testimony  presented  at  this  hearing,  and  is  one  of  great  importance  to  the  country's  low-income 
population. 

The  National  Consumer  Law  Center  is  a  national  support  center  for  legal  services  attomeys  and 
pro  bono  attomeys  representing  low  income  consumers  around  the  country.  These  attomeys  regularly 
request  our  assistance  with  technical,  legal  and  administrative  support  on  cases  covering  issues 
including  utility  rates,  terminations  of  utility  service,  assistance  in  obtaining  energy  benefits,  as  well  as 
a  broad  range  of  consumer  credit  issues.  We  represent  households  with  the  very  lowest  incomes  in 
the  nation,  only  those  who  live  at  or  below  1 25%  of  the  Federal  Poverty  Level. 

For  many  Americans,  the  right  to  safe  drinking  water  is  threatened  not  only  by  water-twme 
contaminants,  but  also  by  the  rising  cost  of  water  and  sewer  service.  Low-income  consumers  who 
cannot  afford  to  pay  their  water  or  sewer  bills  will  generally  have  their  water  service  terminated 
altogether.  (In  analyzing  the  cost  to  consumers  of  safe  drinking  water,  it  is  important  to  include  in  the 
calculus  the  cost  of  both  water  and  sewer  services.  In  most  communities  the  failure  to  pay  for  sewer 
service  will  result  in  the  termination  of  water  service.  Sewer  rates  are  also  on  the  rise  and  this  poses 
a  serious  threat  to  the  ability  of  low-income  Americans  to  continue  to  receive  the  drinking  water  they 
need.) 

Unfortunately,  the  measures  taken  in  the  Safe  Drinking  Water  Act  to  ensure  public  safety  from 
water  borne  contaminants  significantly  contribute  to  low-income  Americans  being  priced  out  of  the 
mart<et  for  water  altogether.  Loss  of  water  service  is  itself  a  grave  threat  to  public  health.  It  would  be 
a  cruel  irony  indeed  if  the  quest  for  cleaner  drinking  water  led  to  the  complete  loss  of  water  service  for 
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service  for  thousands  of  impoverished  households.  Already  many  low-income  people  struggle  to  pay 
their  utility  t>ills.  There  can  be  little  doubt  that  the  rising  costs  for  water  service  will  continue  to 
Impose  significant  hardships  on  poor  households.  We  ask  that  the  committee  recognize  the 
burdens  on  Impoverished  families  which  are  exacertwted  by  the  requirements  of  the  Safe 
Drinking  Water  Act,  and  seek  ways  to  reduce  this  burden. 

As  discussed  later  in  this  letter,  NCLC  believes  that  adding  language  to  the  SDWA  which 
addresses  the  txirden  of  low-income  consumers  is  critical. 


Background 

Choices  for  ttie  Poor.  Increasingly  high  water  rates  throughout  the  nation  will  impose  significant 
burdens  on  low  income  households.  Already,  the  poor  are  t>eing  constantly  forced  into  making 
impossible  choices  -  eat  or  t>e  clothed,  pay  the  rent  or  pay  for  medicine.  Now,  added  to  these  historical 
quandaries  will  be  one  more  -  pay  for  water  or  for  heat 

Any  Increases  In  water  rates  can  create  difficulties  for  poor  households.  Because  low- 
income  families  live  so  close  to  the  line,  a  price  increase  in  a  basic  necessity  can  wreak  havoc  on  a 
househokj  budget  -  even  if  the  final  costs  for  that  necessity  are  not  as  great  as  they  are  in  neighboring 
communities.  It  is  the  dramatic  increase  itself  that  might  cause  the  most  hardship,  as  the  increase  will 
require  choices:  which  other  expense  will  be  sacrificed  to  pay  for  this  increase  in  the  cost  of  a 
commodity  necessary  to  life. 

The  mral  area  concerns  raised  at  last  week's  hearing  are  reflective  of  the  drinking  water 
concerns  of  low-income  people  throughout  the  nation  -  how  can  we  afford  to  comply  with  the  SDWA 
if  there  is  no  funding  to  do  so?  We  do  not  have  specific  figures  of  the  recent  increases  of  water  rates 
in  niral  areas,  other  than  anecdotal  information,  but  the  dramatic  increases  experienced  by  ratepayers 
in  urban  areas  are  indicative  of  the  problems  faced  by  rural  residents. 

Recent  increases  in  water  and  sewer  rates  provide  an  outlook  on  future  rate  hikes.  The  bi- 
annual survey  of  water  and  sewer  rates  in  142  cities  across  the  nation  conducted  by  Emst  &  Young 
reveals  that  between  1988  and  1992,  in  the  nation's  largest  cities,  the  average  residential  bill  of  $9.95 
for  water  service  increased  to  $1 2.36,  an  increase  of  24.2%.  (A  table  detailing  the  increases  in  these 
cities  reported  from  1988  to  1990  to  1992,  is  attached  as  Table  I.)  in  some  cities,  however,  the  actual 
increase  during  this  four  year  period  was  far  greater.  For  example: 

Sacramento,  Calif omia  rates  for  water  service  increased  from  $4.07  in  1988  to  $10.37 
in  1 992,  an  increase  of  1 54.8%. 

Davenport,  Iowa  rates  increased  by  66.3%  from  $12.57  in  1988  to  $20.90  in  1992. 

Boston,  Massachusetts  water  rates  went  from  $8.82  in  1988  to  $16.74  in  1992,  an 
increase  of  89.8%. 
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•  Canton,  Ohio  rates  st£irted  out  at  a  low  of  $3.03  In  1988  and  Increased  by  200.3%  to 

$9.10  In  1992. 

In  Saanton,  Pennsylvania  the  water  rates  went  from  $16.17  in  1988  to  $32.17  in  1992, 
an  inCTease  of  65.6%. 

Rural  Rates.  These  increases  are  also  affecting  mral  dwellers,  as  was  almost  unanimously 
exp>ressed  in  last  week's  hearing.  Indeed,  the  testimony  given  by  GAO  descrlt>ed  water  costs  to 
rural  households  as  Increasing  at  an  even  greater  rate  than  urban  households'.  As  the  attached 
data  shows,  urt)an  area  high  water  costs  have  been,  and  will  continue  to  t>e,  devastating  to  low-income 
households;  rate  increases  affecting  rural  low-income  households  will  lead  to  even  greater  financial 
distress.  As  the  GAO  testimony  indicated,  'the  EPA  estimates  that  household  costs  for  larger  water 
systems  will  increase  by  about  $210/yr,  as  compared  with  up  to  $1,500  per  househokJ  for  smaller 
systems  serving  populations  of  100  or  fewer.' 

Testimony  given  by  David  Clark  from  WA  State  Dept.  of  Health,  also  addressed  this  problem 
of  increasing  rates  and  the  impact  on  customers  of  small  water  systems.  Citing  the  Public  Water 
Systems  Needs  Assessment  Report,  Mr.  Clark  indicates  that  the  new  operational  requirements  for  small 
systems  will  drive  monthly  household  costs  for  customers  on  the  very  smallest  systems  into  the  $50 
to  $70  range. 

The  impact  on  Low  income  Households.  When  comparing  this  data  to  the  Ernst  &  Young 
urt>an  impact  sun/ey,  a  terrible  increase  to  the  mral  low-Income  burden  is  clearly  evident.  Already,  the 
burden  on  urban  low-income  dwellers  has  been  recognized.  Although  cost  increases  are  expected  to 
be  greater  over  the  next  ten  years,  current  high  rates  are  already  affecting  low  income  households  in 
many  communities  around  the  U.S.  In  many  cities,  low  income  elderly  or  disabled  households  relying 
on  SSI'  are  spending  over  2%  of  their  monthly  Income  on  water  bills  alone.  Yet,  as  the  true  cost  of 
obtaining  water  service  almost  always  includes  the  price  of  the  sewer  service,  the  combined  costs  must 
be  evaluated  to  determine  the  extent  of  the  burden  on  low  income  households  to  purchase  drinking 
water.  Many  iow  Income  elderly  or  disabled  households  relying  on  SSi  are  already  spending 
over  5%  of  their  monthly  Income  to  obtain  water  service  to  their  homes. 


SSI  bsnef'rts  (Supplement  Security  Income)  are  provided  monttily,  in  accordance  witli  uniform,  nationwide 
eligibility  requirements,  to  needy  aged,  blind  and  disabled  persons.  The  program  Is  a  means  tested, 
federally  administered  Income  assistance  program  authorized  by  tKle  XVI  of  the  Social  Security  Act 
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of  Matar  Coata  on  hem   Tnnnt  Brniaaholrta 
Bldarly  and  Dlaablad 
BBl   Beuaabolda  of  1 


City 


MI     Mootbly 
For  riBlly  19»a 

of  1      Watar 


Paxoant 

of  Incoaa 

•pant  on 

Watar 


MoBthly 
i»»a 

ar 


Paxoant 
Monthly     of   Tnnniaa 
PiMliliiarl     Spant  on 
Mat  ft  aaw 


Phlladalphla,    Pa. 

M39 

•6. 01 

1.55« 

4.37% 

Bonaton,    Tax. 

•407 

fia.60 

3.10% 

5.43% 

Maalrrllla,   Taim. 

M07 

•11. ss 

a.«c% 

5.73% 

Tranton,   M.J. 

$*M 

•10.65 

a.  43% 

5.34% 

Taooiu,   Waah. 

•435 

•>.30 

a.  14% 

5.aa% 

Maw  Orlaana,    La. 

•407 

•11.34 

a. 79% 

5.ai% 

Davanport,    lom 

•407 

•13.70 

3.ia% 

5.16% 

(twaad  on  aonthly  aTaraga  watar  uaaga  of  4,000  oallona) 

Low  income  families  with  children,  depending  on  Aid  to  Families  with  Dependent  Children 
(AFDC)^  are  even  harder  hit,  some  are  spending  over  a  fifth  of  their  Income  to  obtain  water  service, 
many  are  spending  in  excess  of  8%. 


SiVaet  of  Watar  Coata  on  Low  Zncoaa  Houaaholda 

Pamlliaa  with  Chlldran 

AFDC  Bouaaholda  of  4 

Salaotad  oltlaat 


City 

AFDC 

For  Family 
of  4 

Monthly 
1993 
Natar 

Parcant 
of   Tnnn»a 
Spant  on 
Watar 
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1993 

Sawar 

Monthly 
rfhinad 

Parcant 
of   Tiirn»a 

Spant  on 
Wat  ft  Saw 

Maafavllla,   Tn. 

•330 

•34.30 

10.31% 

•34.30 

•48.60 

30.43% 

Jaokaon.   Miaa. 

•144 

•15.40 

10.69% 

•13.90 

•38.30 

19.65% 

Phoanlx,  Arls. 

•155 

•8.73 

5.63% 

•7.17 

•15.89 

10.35% 

Scranton,    Pann. 

•514 

•33.17 

6.36% 

•13.09 

•45.36 

8.81% 

Joliat,    111. 

•414 

•a4.ia 

5.13% 

•11.75 

•35.87 

8.66% 

Akron,    Chlo 

•413 

•16.7a 

4.05% 

•17.89 

•34.61 

8.38% 

■t .    Pataratourv, 

Fla. 

•346 

•13.43 

3.59% 

•16.33 

•38.65 

8.38% 

(baaad  on  aonthly 

avaraoa  watar  uaaga 

of  7,000  oallona). 

AFOC  (AM  to  Famla*  with  DsfMndant  Chldran)  l8  a  grant  program  which  provkias  cash  waVara  paymants 
for  naady  chUran  who  hav*  baan  daprlvad  ol  parantal  tufiport  or  cara  bacausa  thair  faihar  or  mothar  la 
abaani  homa  continuously,  i*  incapacilatad,  ts  daoaasad,  or  is  unamployad.  Stalas  dafina  *naad,'  sat  thair 
own  banafit  (avals,  aat^blsh  Incoma  and  raaouroa  Imto  and  administar  tha  program. 
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Heavier  Burdens  imposed  on  Impoverished  Households  in  Rural  Areas.  Using  the  data  from 
the  Needs  Assessment  Report,  and  assuming  the  increase  to  $50/month,  on  average  a  njral  AFDC 
famiiy  wiii  pay  10%  of  their  income  (based  on  7000  galions)  on  water  &  sewer.  As  averages  mask  the 
extremes,  some  rural  househokjs  wiii  be  faced  with  much  higher  water  bills.  These  burdens  are 
unacceptable  to  both  urt>an  and  rural  low-income  consumers  who  can  barely  get  by  on  the  limited 
income  they  have  without  additional  expenses. 


Proposed  Solutions 

Proposed  Method  of  Addressing  Cost  Burdens  of  the  SDWA  on  Low-Income  Households. 

Assuming  that  the  goal  of  the  Safe  Drinking  Water  Act  is  to  make  safe  drinking  water  available  to  all 
Americans,  it  is  important  for  the  Congress  to  address  the  plight  of  those  Americans  on  the  margins, 
for  whom  safe  drinking  water  threatens  to  become  a  luxury  they  cannot  afford.  The  solution  we 
propose  on  behalf  of  our  low  income  clients  to  address  the  water  affordability  crisis  Is  to  require  that 
any  state  which  receives  federal  dollars  for  a  state  revolving  loan  fund  for  Safe  Drinking  Water 
Compliance  must  establish  safeguards  to  assure  that  water  Is  available  on  an  affordable  basis 
to  low  income  households  In  the  communities  served  by  public  water  systems  receiving  State 
Revolving  Loan  funds.  The  following  language  should  be  added  in  the  section  authorizing  the  State 
Revolving  Loan  Fund: 

'A  state  which  receives  grants  under  this  section  shall  ensure  that  water 
is  available  on  an  affordable  basis  to  households  living  at  or  k)elow  150% 
of  the  Federal  Poverty  Level''  in  the  service  community  of  a  putjiic  water 
system  that  receives  financial  assistance  under  this  section.  For  purposes 
of  this  statute,  "affordable'  as  applied  to  water  rates,  means  as  close  to 
2%  of  a  household's  gross  income  as  is  feasible  for  the  system." 

1 )  Extent  of  Mandate.  The  mandate  imposed  by  this  amendment  is  only  that  the  state  address 
the  issue  of  affordability.  The  2%  of  income  is  simply  a  goal  to  assist  the  state  and  the  system  in 
determining  what  an  affordable  water  rate  is;  it  is  not  a  requirement  that  the  rates  be  set  at  any 
particular  level. 

2)  Paying  for  Affordable  Rates.  There  are  a  number  of  ways  in  which  a  state  can  assist  a 
public  water  system  make  water  bills  affordable  to  low  income  households  in  the  community.  Providing 
tax  dollars  as  a  direct  benefit,  to  reduce  the  water  bills  of  the  eligible  househoUs  would  be  one  way; 
however  a  number  of  alternatives  exist.   For  example: 


The  poverty  level  Is  defined  by  the  Department  o(  Census  to  be  those  households  who  live  at  or  below 
Federal  Poverty  Guidelines.  In  1992  the  poverty  level  tor  a  family  of  four  was  $13,950.  57  Fed.  Reg.  5455 
(Feb.  14,   1992).  The  Federal  Poverty  Income  Guidelines  are  set  by  the  Department  of  Health  and  Human 
Services. 
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•  The  standard  method  for  utility  assistance  progranis  to  be  funded  (as  they  are  generally  in  the 
energy  area)  is  by  charging  non-poor  ratepayers  a  small,  extra  assessment  on  their  bill  and 
using  the  funds  generated  to  suF>port  lower  rates  for  low  income  households.  Some  cities  (such 
as  Seattle  and  Los  Angeles)  which  currently  have  water  assistance  programs  for  poor  and 
elderty  families  charge  an  extra  5-6%  to  other  ratepayers.  However,  even  an  assessment  of 
1  V&%  per  month  can  generate  significant  sums  in  support  of  a  low  income  affordability  program. 
Yet  the  effect  on  the  ottier  ratepayers  is  not  significant:  1V&%  on  a  bill  of  $15  is  only  23  cents. 

Changing  the  interest  rate  and/or  payment  tenns  of  the  SRF  loan  could  generate  thousands  of 
dollars  to  support  affordable  rates.  A  $1  million  loan  at  6%  repayable  over  15  years  would 
ordinarily  require  payments  of  $102,962  a  year.  However,  the  same  loan  for  $1  million  with  a 
0%  interest  rate  repayable  over  20  years  would  only  require  annual  payments  of  $50,000.  The 
difference  between  these  payments  -  $52,962  a  year  -  could  be  considered  as  a  state 
contribution  to  making  rates  affordable  to  the  eligible  low  income  househokis  in  the  community, 
without  reducing  the  revolving  loan  funds  itself. 

3)  Other  Methods  To  Make  Rates  Affordable.  While  actually  lowering  the  rates  charged  for 
water  service  is  the  t>est  way  to  ensure  that  rates  are  affordable  for  poor  househokis,  other  methods 
exist  to  help  low  income  househokis  maintain  service: 

•  For  many  tow  Income  househokis,  their  difficulty  in  paying  water  bills  is  exacert>ated  by  \he  large 
amount  of  water  for  which  they  are  billed,  but  which  they  do  not  actually  use  -caused  by  leaky 
pipes  and  fixtures.  Targeting  various  housing  assistance  programs  to  remedying  these 
problems  will  make  a  significant  difference  in  the  long  run  to  reducing  the  water  t)ills  charged 
to  these  low  income  househokis.  Potential  sources  of  funds  include  Community  Development 
Block  Grants  (CDBG);  HOME  funds;  as  well  as  other  state  and  federal  housing  assistance 
programs  for  low  income  househokis. 

•  Once  leaky  pipes  and  fixtures  are  repaired,  many  low  income  househokis  might  well  be  able  to 
meet  tfieir  ongoing  water  expenses,  so  long  as  they  are  not  burdened  with  trying  to  pay  oM 
arrearages.  Arranging  an  arrearage  forgiveness  plan  (along  the  lines  of  Philadelphia's  WRAP 
program)  Cein  help  low  income  househokis  maintain  current  water  bills. 

•  In  some  instances,  simply  making  t>ills  due  on  a  monthly  t>asis,  rather  than  a  bi-monthly  or 
quarteriy  t>asis  may  make  a  significant  difference  to  househokis  living  on  fixed,  small  monthly 
incomes. 

•  Employing  ottier  means  to  assist  low  income  househokis  avokl  the  danger  and  expense  of 
terminatkm  of  water  service  also  makes  water  more  affordable,  such  as  those  listed  bek>w.  The 
energy  crisis  in  the  1970s  convinced  Congress  to  require  that  energy  provklers  conskler  sonw 
notKe  and  right  to  challenge  threatened  terminations.  See  PMHc  Utilities  Regulatory  Polk:ies 
Act  (PURPA)  16  U.S.C.  §§  2601  et  seq.  (1980).  At  a  minimum,  the  crisis  on  the  horizon  for 
water  and  sewer  rates  shoukl  convince  lawmakers  to  require  similar  protections  before  the 
necessities  of  water  and  sewer  services  are  terminated,  h^nimum  standards  that  Congress 
shoukl  require  of  all  provklers  of  drinking  water  include  those  listed  here: 
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The  opportunity  to  pay  back  bills  over  a  period  of  six  months  to  a  year  to  prevent 
termination. 

A  prohibition  against  termination  of  water  service  to  households  which  include  chikJren, 
ekJerly  or  disabled  persons. 

•  A  guarantee  of  continuous  service  for  a  specified  period  in  emergency  situations,  or 

while  altemative  payment  arrangements  are  being  made. 

Mr.  Chaimian,  we  thank  you  for  taking  the  time  to  review  our  comments,  and  we  look  forward 
to  working  with  you  to  amend  the  Safe  Drinking  Water  Act  in  ways  that  will  further  its  goal  of  provkJing 
affordat>le  safe  drinking  water  to  all  Americans. 

Sincerely, 


^HAJl^UlMirdMoUA 


Margot  Saunders 
Managing  Attorney 


fh^ffje  ^cJL 


Maggie  &pade 

Research  Assistant  (Boston  Office) 


cc:   Dennis  Hastert 
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13.3%  $10.75 


6.3%  34.7% 

N/A  7.5% 

10.1%  33.3% 

10.3%  33.0% 

4.5%  -1.4% 

0.0%  0.0% 

0.0%  13.6% 

0.0%  300.3% 

30.4%  60.9% 

17.7%  17.7% 

0.1%  8.4% 

300.5%  300.5% 

0.0%  0.0% 

33.1%  315.6% 

34.9%  30.7% 

3.4%  60.7% 

13.8%  35.1% 

31.5%  35.3% 

6.8%  17.5% 

1.7%  H/A 

0.0%  0.0% 

31.3%  49.3% 

65.6%  98.9% 

N/A  33.1% 

1.5%  30.0% 

0.0%  6.5% 

-6.4%  -6.4% 

31.5%  31.0% 

-0.3%  4.8% 

0.0%  0.0% 

0.0%  17.1% 

5.9%  30.3% 

-6.1%  -3.5% 

10.3%  33.5% 

-3.0%  -0.5% 

4.3%  7.3% 

34.0%  34.0% 

0.0%  15.7% 

5.7%  31.3% 

6.9%  10.3% 

-1.4%  17.3% 

3.9%  13.7% 

33.9%  73.3% 

13.3%  36.3% 

4.4%  39.1% 

30.6%  47.9% 


Avoraaa 


$9.95      $11.08 


11.3%  $13.36 


11.6% 


34.3% 
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Tabl*  II 
BiLU  rca  sai  ■ooiaaou)  ov  i  Nswai 


SSI 

4000 

Parcant 

4000 

Parcant         Co^ilnad 

Parcant 

STATI 

City                  InoGM 

gallooa 

Inooaa 

gallooa 

Incoaa         Katar  a  I 

nocaa  oa 

for  1 

■atar 

OB  Natar 

SM«r 

pa  Saaar            Sawar 

Co^iaad 

>1  aha^ 

M07 

IS. 31 

2.04H 

$3.96 

0.97% 

>ia.27 

3.01% 

JUabaM 

Moblla                                    1 

;«07 

15.50 

1.35* 

$9.23 

2.27% 

114.73 

3.62% 

Xrliooa 

Pbowiiz 

1407 

»S.U 

1.26% 

$4.50 

1.11% 

$9.62 

2.36% 

Arliona 

Tucson 

U07 

♦  9.75 

2.40% 

$5.60 

1.38% 

US. 35 

3.77% 

ArlLanaaa 

Llttla  Rook 

l«07 

«s.ta 

1.43\ 

$7.25 

1.78% 

113.07 

3.21% 

California 

Bakaraflald 

IHO 

$7.34 

1.17H 

$8.50 

1.35% 

>15.84 

2.51% 

California 

Fraano 

1(30 

»5.3i 

0.85% 

$5.51 

0.87% 

110.89 

1.73% 

California 

Loa  linaalaa 

)C30 

»t.7a 

1.38% 

$5.23 

0.83% 

>13.95 

3.21% 

California 

Oakland 

)<30 

*10.tO 

1.71% 

$6.78 

1.08% 

U7.58 

2.79% 

California 

Saoraaanto 

:C30 

$10.37 

1.65% 

$6.89 

1.0»% 

117.26 

2.74% 

California 

San  Diago 

>C30 

$•.50 

1.35% 

$19.24 

3.05% 

127.74 

4.40% 

California 

San  Francisco 

:C30 

$<.«0 

1.08% 

$10.20 

1.62% 

(17.00 

2.70% 

California 

San  Josa 

:C30 

$10.00 

1.60% 

$15.30 

2.43% 

125.38 

4.03% 

California 

Stockton                                1 

:C30 

$•.«« 

1.38% 

$12.99 

2.06% 

(21.68 

3.44% 

California 

Vantura                                  i 

630 

$7.35 

1.17% 

$14.41 

2.29% 

21.76 

3.45% 

Colorado 

Colorado  Springs              i 

|««S 

$».67 

2.08% 

$9.35 

2.01% 

(19.02 

4.09% 

Colorado 

Oanvar 

|««S 

$4.»» 

1.07% 

$4.19 

0.90% 

$9.18 

1.97% 

Oomiacticut 

Bridgaport                             i 

(7«« 

$17.34 

2.25% 

$9.75 

1.27% 

(26.99 

3.52% 

Oonneotlcut 

Hartford                                  I 

(7«« 

$7.21 

0.94% 

$0.00 

0.00% 

$7.21 

0.94% 

Connaotlout 

Haw  Havan                                I 

|76« 

$16.46 

2.15% 

$9.73 

1.27% 

(26.19 

3.42% 

DC 

Washington                           i 

uaa 

$5.02 

1.19% 

$9.32 

2.21% 

14.34 

3.40% 

Dalawara 

Mil^i^ton 

1407 

$4.84 

1.19% 

$7.45 

1.83% 

12.29 

3.02% 

Florida 

Fort  lAudardala 

1407 

$7.80 

1.92% 

$9.18 

2.26% 

16.98 

4.17% 

Florida 

Jaokaonvilla                       i 

1407 

$5.54 

1.36% 

$8.80 

2.16% 

114.34 

3.52% 

Florida 

Lakaland                                i 

407 

$4.80 

1.18% 

$11.59 

2.85% 

(16.39 

4.03% 

Florida 

Mlaal 

1407 

$4.50 

1.11% 

$6.47 

1.59% 

10.97 

2.70% 

Florida 

Orlando                                     i 

!407 

$4.51 

1.11% 

$18.12 

4.45% 

22.63 

5.56% 

Florida 

St.    Pataraburg 

e407 

$8.94 

2.20% 

$11.07 

2.72% 

(20.01 

4.92% 

Florida 

Taapa 

1407 

$3.85 

0.95% 

$9.40 

2.31% 

(13.25 

3.26% 

Florida 

PalB  Baacb  County            i 

)407 

$8.10 

1.99% 

$11.75 

2.89% 

19.85 

4.88% 

Oaorgla 

Atlanta                                  i 

407 

$6.75 

1.66% 

$6.00 

1.47% 

(12.75 

3.13% 

Oaorgla 

Auguata                                     I 

407 

$3.84 

0.94% 

$4.85 

1.19% 

$8.69 

2.14% 

BaMll 

Honolulu                                  J 

1412 

$7.21 

1.75% 

$21.23 

S.15%      ( 

(28.44 

6.90% 

Illlnoia 

Chicago*                                  1 

407 

$8.81 

2.16% 

$6.87 

1.69% 

15.68 

3.85% 

Illinola 

Joliat*                                     1 

1407 

$11.82 

2.90% 

$11.75 

2.89%     ( 

23.57 

5.79% 

Indiana 

Fort  Wayna                           j 

1407 

$8.58 

2.11% 

$3.76 

0.92% 

(12.34 

3.03% 

Indiana 

Oary                                           1 

1407 

$t.30 

2.29% 

$6.80 

1.67%      ( 

16.10 

3.96% 

Indiana 

Indianapolia                       i 

407 

$8.75 

2.15% 

$6.28 

1.54% 

115.03 

3.69% 

Iowa 

Davanport                              1 

1407 

$12.70 

3.12% 

$8.32 

2.04%     ( 

(21.02 

5.16% 

lOM 

Daa  Moinaa                           1 

407 

$7.68 

1.89% 

$9.16 

2.25%     ( 

(16.84 

4.14% 

Kanaaa 

Wichita                                  1 

1407 

$5.80 

1.43% 

$6.16 

1.51%     ( 

(11.96 

3.94% 

Kantucky 

Louiavllla                           1 

(407 

$7.6* 

1.89% 

$7.76 

1.91%     ( 

15.45 

3.80% 

lioulalana 

Baton  Rouga                         i 

1407 

$8.98 

2.21% 

$6.66 

1.64%      ( 

15.64 

3.84% 

Louisiana 

Na»  Orlaana                         1 

1407 

$11.34 

2.79% 

$9.88 

2.43%      ( 

21.22 

5.21% 

Louisiana 

Sbravaport                           1 

(407 

$7.58 

1.86% 

$6.89 

1.69%     ( 

14.47 

3.56% 

Maryland 

BaltlKira                              i 

407 

$3.50 

0.86% 

$4.96 

1.32% 

$8.46 

2.08% 

Maaaachuaatta 

Boaton                                    1 

I53C 

$8.36 

1.56% 

$11.17 

2.08%     ( 

(19.53 

3.64% 

Massacbuaatta 

Lawranca                                1 

153  C 

$6.75 

1.26% 

$7.00 

1.31%     ( 

(13.75 

2.57% 

Haaaacbuaatta 

Salaa                                      1 

53  ( 

$10.50 

1.96% 

$6.45 

1.20% 

16.95 

3.16% 

Kaasacbuaatta 

Springfiald                         1 

53  C 

$5.45 

1.02% 

$5.45 

1.02% 

10.90 

2.03% 

Masaacbuaatts 

Worcastar                              1 

53  C 

$6.85 

1.28% 

$5.28 

0.99%      ( 

(12.13 

2.26% 

Michigan 

Ann  Arbor                              1 

43t 

$5.40 

1.23% 

$9.60 

2.19%      ( 

(15.00 

3.42% 

Michigan 

Datrolt                                  1 

43* 

$4.06 

0.93% 

$7.52 

1.72% 

11.58 

2.64% 

Michigan 

Flint                                      1 

43* 

$10.70 

2.44% 

$14.59 

3.33%      ( 

25.29 

5.77% 

Michigan 

Orand  Raplda                       1 

43t 

$12.51 

2.86% 

$8.02 

1.83% 

20.53 

4.69% 

Michigan 

Lansing                                  i 

43« 

$9.50 

2.17% 

$11.96 

2.73% 

(21.46 

4.90% 

Michigan 

Saginaw                                    1 

143* 

$3.43 

0.78% 

$8.95 

2.04% 

U.38 

2.83% 

Minnaaota 

Mianaapolla                         1 

(4St 

$4.25 

0.87% 

$7.75 

1.59%     1 

(12.00 

2.46% 

Minnaaota 

St.    Paul                                1 

I4S8 

$6.U 

1.25% 

$8.50 

1.74%      1 

14.62 

3.00% 

Misaisalppi 

Jackaon                                  1 

1407 

$10.20 

2.51% 

$6.45 

1.58%     1 

(16.65 

4.09% 

Mlaaourl 

Kanaaa  City                         1 

407 

$10.30 

2.53% 

$4.65 

1.14%     1 

14.95 

3.67% 

Missouri 

St.    Louia                              < 

407 

$6.75 

1.66% 

$10.68 

2.62%     1 

(17.43 

4.28% 

Nabraska 

OmmbM                                      1 

431 

$4.95 

1.15% 

$7.72 

1.79%     ( 

(12.67 

2.94% 

Havada 

443 

$6.91 

1.56% 

$9.94 

2.24%     1 

(16.85 

3.80% 

10 
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mTn  UB  I 


■■I 

4000 

Pareant 

4000 

Pareaat         Q 

oBblnad 

Pareant 

nkrm 

City 

Incoas 

gallcBS 

laeaM 

galloaa 

Tiirnai         Hatar  »  Ii 

leoaa  on 

tor  1 

Hatar 

aa  Hatar 

■aaai 

oa  Saaai 

■aiMT     OcinMnad 

■■«  amrmmy 

amrmmy  City 

M3I 

(7.SS 

1.71« 

(7.50 

1.71% 

(15.05 

3.44% 

■n  Janay 

■avart 

»43l 

(7.57 

1.73% 

(9.01 

1.0<% 

(1S.5S 

3.79% 

■bw  J«r««y 

Troatea 

*43l 

(10.(5 

3.43« 

(13.74 

3.91% 

(33.39 

S.14% 

■n  Hszlao 

Albuouarqua 

$407 

(7.43 

1.(3% 

(7.70 

1.91% 

(15.30 

3.73% 

■m  Tork 

Ubany 

»"3 

(3.75 

0.7(% 

(3.75 

0.74% 

(7.50 

1.53% 

■n  Tort 

Buffalo 

$**3 

(7.97 

l.(3« 

(9.  OS 

1.(4% 

(17.05 

3.4(% 

■n>  Tort 

■OTf  Tork  dly 

$*f3 

(5.05 

i.oa« 

(4.S7 

1.39% 

(11.93 

3.41% 

■nr  Tort 

lloebaataT 

I4>3 

(l.*( 

l.(3« 

(4.(0 

0.93% 

(13. 5( 

3.75% 

■»  Tort 

•  4*3 

(4.57 

0.93% 

(1.49 

0.30% 

((.0( 

1.33% 

■Drth  Carolina 

Chariot ta 

1407 

(5.30 

1.30% 

(7.00 

1.73% 

(13.30 

3.03% 

■irtk  Carolina 

Oraaaaboro 

(407 

(3.45 

0.05% 

(4.50 

1.11% 

(7.95 

1.95% 

■artb  Carolina 

■alaloh 

»407 

((.(1 

1.(3% 

(S.3( 

1.30% 

(11. (9 

3.93% 

Ohio 

Urea 

1407 

(9.37 

3.30% 

(9.49 

3.33% 

(».(( 

4.(3% 

Ohio 

canton 

(407 

(4.55 

1.13% 

(3.43 

O.S»% 

((.97 

1.71% 

Ohio 

Clnelanatl 

(407 

((.1( 

1.51% 

(10. 3( 

1.55% 

(1(.S4 

4.0S% 

Ohio 

Claroland 

(407 

(3.U 

0.77% 

(5.30 

1.30% 

(S.43 

3.07% 

Ohio 

Colodna 

(407 

((.43 

l.S(% 

(7.74 

1.90% 

(14. 1( 

3.40% 

Ohio 

Dayton 

(407 

(S.*( 

1.47% 

(7.30 

1.77% 

(U.IS 

3.34% 

Ohio 

ToloOo 

(407 

(4.03 

0.99% 

(0.33 

1.03% 

(13. 3( 

3.01% 

Ohio 

Toansatewn 

(407 

(«.(0 

1.(1% 

(10.(3 

3.(1% 

(17.33 

4.13% 

Oklaln^ 

nklatir—  City 

(471 

(7.01 

l.((% 

((.(4 

1.(3% 

(14.45 

3.49% 

Oklaboaa 

Tolaa 

(471 

(0.73 

1.(5% 

(S.30 

1.74% 

(IS. 93 

3.59% 

OraaoB 

rortland 

(40> 

(7.53 

1.(4% 

(10.13 

1.4*% 

(17.(4 

4.33% 

PaflBaylvanla 

Allan  toan 

(43* 

(*.«7 

1.97% 

(4.04 

0.91% 

(13.73 

3.90% 

PaanaylTanla 

Harrlaburg 

(43* 

(3.(0 

0.(2% 

((.04 

1.(3% 

(11.(4 

3.(5% 

PaanaylTanla 

Lancaatar 

(439 

(4.40 

1.44% 

((.9( 

1.59% 

(13. 3( 

3.04% 

PamaylTanla 

PhllaOalphla 

(43* 

(«.(1 

1.55% 

(31.15 

4.(3% 

(37.94 

4.37% 

Pwmaylvanla 

Pittsburgh 

(439 

(14.43 

3.33% 

(3.70 

0.(4% 

(IS. 33 

4.10% 

Paauyl^anla 

Scran  ton 

(439 

(9.71 

3.31% 

(7.4S 

1.70% 

(17.19 

3.93% 

Paaasylvaala 

Tork 

(439 

(13.93 

3.94% 

(10.93 

3.49% 

(33. S4 

5.43% 

Rboda  Island 

ProTl«anaa 

(471 

(3.(( 

0.70% 

(5.43 

1.15% 

(9.  OS 

1.93% 

South  Carolina 

(407 

((.70 

1.(5% 

(13.77 

3.3S% 

(30.47 

5.03% 

■ooth  Car 

Colaabla 

(407 

(4.15 

1.03% 

(0.30 

3.01% 

(U.35 

3.03% 

■oath  Car 

Orawvllls 

(407 

(3.53 

o.oc% 

(9.33 

3.19% 

(13.05 

3.1S% 

Tanaaaaoo 

Chattanooga 

(407 

(10.03 

3.4(% 

(13.44 

3.0«% 

(33.44 

5.53% 

Tannaaaoa 

JohnaoB  City 

(407 

(11.33 

3.7(% 

(11.33 

3.7(% 

(11.44 

5.51% 

(aonUlo 

(407 

(9.53 

3.34% 

(13 . 3* 

3.37% 

(11. SI 

5.(1% 

■awhla 

(407 

(3.39 

0.(1% 

(1.35 

0.5S% 

(5.(4 

1.39% 

Taanaaaoa 

■aabrUla 

(407 

(11.(5 

3.(CH 

(11. (5 

3.(S% 

(13.30 

5.73% 

Tazaa 

Auatln 

(407 

(9.9( 

3.45% 

(13.77 

3.14% 

(33.75 

5.59% 

Taaaa 

(407 

(9.03 

3.33% 

(7.14 

1.75% 

(14. IS 

3.97% 

Taxaa 

Corpua  Chrlatl 

(407 

((.5( 

1.41% 

((.(( 

a. 43% 

(14.44 

4.04% 

Dallas 

(407 

(5.39 

1.30% 

(11.73 

!.(•% 

(17.03 

4.10% 

Toxaa 

U  raao 

(407 

(4.09 

1.00% 

(5.35 

1.39% 

(9.34 

1.39% 

Toaa 

tort  asrth 

(407 

(9.45 

3.31% 

((.(5 

1.17% 

(10.30 

4.50% 

Tnaa 

Bonstoa 

(407 

(13.(0 

3.10% 

(11.13 

1.73% 

(33.71 

5.03% 

Tazaa 

■an  kntanlo 

(407 

(7.30 

1.77% 

(S.K 

3.00% 

(15. 3( 

3.77% 

Utah 

■alt  Laka  City 

(413 

((.3< 

1.54% 

(3.15 

0.7S% 

(9.51 

1.30% 

Virginia 

■orfolk 

(407 

((.03 

1.97% 

(4.(0 

1.1S% 

(U.Sl 

3.15% 

IhaUaotOB 

■aattla 

(43S 

((.04 

1.39% 

(13.(5 

1.91% 

(IS. (9 

4.30% 

■aablnotoa 

(43S 

(7.30 

l.((% 

(13. 5( 

l.S*% 

(1*.7( 

4.54% 

■aahlngtmi 

TaeoM 

(43S 

(9.30 

3.14% 

(13.41 

1.00% 

(33.71 

5.32% 

HaooBala 

Mllaaukaa 

(SIO 

(7.00 

1.37% 

(5.19 

1.03% 

(13.19 

1.39% 

(7.44 

bills  as  of  1/1/93. 
■axlaua  SSI  payaaat  as  of  1/1/91. 

•In  Illlnola  S«I  banaflts  ara  daeldad  oa  a  o«aa  by  eass  basis 


M-M 


lafomatloa  oa  baaaflt  lavals  Is  froai  Co^alttaa  on  Mays  i 
ProartrnM,  mi  ersaa  aoat  (Iky  7,  1991)i  at  743  (or  SSI  bi 
*  Toaag,    ■btar  4  ShMavatar  -  1M3  lata  «llrT«y  (1991) . 


Id  Kaana,   O.S.   loi 
■fit  lavalai   Info 


■  of  Baprasantatlvaa,    Ormrrimw  of  tttitJa 
■tloa  oa  aatar  and  aawar  ratas  la  fmai  ■ 
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Vmblm   III 

WHTBR  AMD  8WWWM.   BILLS  FOR  ATDC  FANZLISS  OT 


ATDC       7000 

City        For    g«llocis  oC 
4  p*opl*    w«t*r 


P«rc«nt    7000 
Inco—  gallons  of 
oa  Wat  AT    Bmvmx 


P*ro«nt 

Iprroaa  on 
Coabinad 


Alabama 

Birmlnaham 

liss 

$13. 6( 

8.17% 

$8.13 

5.35%       1 

130.79 

13.41% 

Alabama 

Moblla 

$155 

$9.74 

6.38% 

$16.31 

10.53%       1 

t36.05 

16.81% 

Arliooa 

Fboanix 

$155 

$8.73 

5.63% 

$7.17 

4.(3%       ( 

)15.89 

10.35% 

Arliona- 

Tucaon 

$353 

$16.30 

4.59% 

$9.30 

3.63%       ( 

)35.50 

7.33% 

Arkanaaa 

Llttla  Koek 

$347 

$9.53 

3.85% 

$13.55 

5.08%       1 

U3.07 

8.94% 

Calltorala 

Bakaraflald 

$834 

$9.39 

1.14% 

$8.50 

1.03%       ( 

17.89 

3.17% 

California 

rraano 

$S34 

$6.88 

0.83% 

$5.51 

0.67%       < 

13.39 

1.50% 

Calltomla 

Loa  Angalaa 

$134 

$14.85 

1.80% 

$10.45 

1.37%       ( 

)35.30 

3.07% 

CallComla 

Oakland 

$S34 

$16.05 

1.95% 

$8.14 

0.99%       ( 

)34.19 

3.94% 

CallComla 

Sacramanto 

$134 

$10.37 

1.36% 

$6.89 

0.84%       ( 

)17.36 

3.09% 

CallCorala 

9an  Dlago 

$S34 

$13.88 

1.68% 

$19.34 

3.33%       ( 

(33.13 

4.03% 

California 

San  rranciaco 

$•34 

$11.50 

1.40% 

$35.86 

3.14% 

►37.36 

4.53% 

California 

San  Joaa 

$•34 

$16.76 

3.03% 

$15.30 

1.86% 

(33.06 

3.89% 

California 

Stockton 

$•34 

$10.45 

1.37% 

$13.99 

1.58%       1 

(33.44 

3.84% 

California 

Vantura 

$•34 

$13.35 

1.63% 

$19.18 

3.33%       1 

33.53 

3.95% 

Colorado 

Colorado  Springa 

$433 

$16.59 

3.84% 

$11.80 

3.73% 

138.39 

6.57% 

Colorado 

Danvar 

$433 

$7.13 

1.65% 

$10.71 

3.48% 

(17.83 

4.13% 

Connactlcut 

Bridgaport 

$793 

$35.58 

3.33% 

$19.50 

3.46%       1 

(45.08 

5.69% 

Connactlcut 

Hartford 

$793 

$13.16 

1.54% 

$0.00 

0.00%       t 

(13.16 

1.54% 

Connact  icut 

Haw  Bavan 

$793 

$35.34 

3.19% 

$17.13 

3.16%       t 

(43.37 

5.35% 

DC 

Waahlngton 

$533 

$10.04 

1.93% 

$1$.64 

3.57%       t 

(38.68 

5.49% 

Da  lawara 

Wilmington 

$407 

$8.01 

1.97% 

$13.33 

3.03%       t 

(30.34 

5.00% 

Florida 

Fort  Laudardala 

$34« 

$11.40 

3.39% 

$14.73 

4.36%       t 

(36.13 

7.55% 

rlorlda 

Jackaonvilla 

$346 

$8.30 

3.37% 

$36.30 

7.60% 

(34.50 

9.97% 

Florida 

Lakaland 

$346 

$7.34 

3.13% 

$15.61 

4.51%       1 

(33.95 

6.63% 

rlorlda 

MiaiLl 

$346 

$9.57 

3.77% 

$10.85 

3 .  14%       ( 

30.43 

5.90% 

rlorlda 

Orlando 

$346 

$6.14 

1.77% 

$33.64 

6.83%       t 

(39.78 

8.61% 

rlorlda 

St .  Pataraburg 

$346 

$13.43 

3.59% 

$16.33 

4.69%       ( 

(38.65 

8.38% 

rlorlda 

Ta^pa 

$346 

$7.70 

3.33% 

$18.80 

5.43%       ( 

36.50 

7.66% 

rlorlda 

Palm  Baach  County 

$346 

$11.70 

3.38% 

$17.30 

5.00% 

(39.00 

8.38% 

Oaorgla 

Atlanta 

$330 

$15.35 

4.63% 

$13.00 

3 .  64%       ) 

(37.35 

8.36% 

Oaorgla 

Auguata 

$330 

$6.73 

3.04% 

$6.14 

1.86%       ( 

(13.86 

3.90% 

Bawall 

Honolulu 

$760 

$11.33 

1.48% 

$33.35 

3.06%       ( 

(34.48 

4.54% 

Illlnola 

Chicago 

$414 

$8.81 

3.13% 

$6.87 

1.66%       1 

(15.68 

3.79% 

Illlnoli 

Jollat 

$414 

$34.13 

5.83% 

$11.75 

3.84%       1 

(35.87 

8.66% 

TnAi  »w 

Fort  Wayna 

$346 

$13.84 

3.71% 

$7.53 

3.18%       ( 

(30.37 

5.89% 

Indiana 

Oary 

$346 

$15.33 

4.43% 

$11.90 

3 .  44% 

37.33 

7.87% 

Indiana 

Indianapolla 

$346 

$13.80 

3.99% 

$10.53 

3 .  04% 

(34.33 

7.03% 

Iowa 

Davanport 

$495 

$30.90 

4.33% 

$14.97 

3.03% 

(35.87 

7.35% 

Iowa 

Daa  Noinaa 

$495 

$13.45 

3.73% 

$14.53 

3.94%       ( 

(37.98 

S.65% 

Kanaaa 

Wichita 

$470 

$8.98 

1.91% 

$8.44 

1.80%       1 

17.43 

3.71% 

Kantucky 

Loulavllla 

$385 

$11.46 

4.03% 

$10.97 

3.85%       ) 

(33.43 

7.87% 

Loulalana 

Baton  Rouga 

$334 

$13.37 

5.71% 

$11.76 

5.03%       < 

35.13 

10.74% 

Louisiana 

$334 

$17.53 

7.49% 

$13.10 

5.60%       < 

30.63 

13.09% 

Loulalana 

Shravaport 

$334 

$11.69 

5.00% 

$10.85 

4.64%       ( 

(33.54 

9.63% 

Maryland 

Baltimora 

$489 

$7.00 

1.43% 

$9.93 

3.03%       ( 

(16.93 

3.46% 

Naaaachuaatta 

Boaton 

$638 

$16.74 

3.67% 

$33.44 

3 .  57%       < 

>39.18 

6.34% 

Maasachusatta 

Lavranca 

$63S 

$13.50 

3.15% 

$14.00 

3.33% 

(37.50 

4.38% 

Maaaachuaacca 

Salam 

$63$ 

$10.50 

1.67% 

$13.90 

3.05% 

>33.40 

3.73% 

Naaaachuaatta 

Springtiald 

$638 

$10.90 

1.74% 

$10.90 

1.74% 

(31.80 

3.47% 

naaaachuaatta 

Worcaatar 

$638 

$13.70 

3.18% 

$10.56 

1.68% 

(34.36 

3.86% 

Michigan 

Ann  Arbor 

$665 

$10.80 

1.63% 

$19.30 

3.89%       ( 

(30.00 

4.51% 

Michigan 

Datrolt 

$635 

$6.93 

1.09% 

$10.96 

1.73%       < 

(17.89 

3.83% 

Michigan 

Flint* 

$665 

$17.50 

3.63% 

$30.94 

3.15%       ( 

(38.44 

5.78% 

Michigan 

Orand  Rapida* 

$665 

$17.51 

3.63% 

$11.63 

1.75% 

>39.13 

4.38% 

Michigan 

$665 

$14.75 

3.33% 

$30.71 

3.11%       t 

(35.46 

5.33% 

Michigan 

Saginaw* 

$665 

$4.63 

0.70% 

$13.10 

1.83%       1 

(16.73 

3.53% 

Minnaaota 

Minnaapolia 

$631 

$8.50 

1.37% 

$15.50 

3.50%       1 

>34.00 

3.86% 

Minnaaota 

St.  Paul 

$631 

$11.17 

1.80% 

$17.00 

3.74%       < 

38.17 

4.54% 

Miaalaalppl 

Jackaon 

$144 

$15.40 

10.69% 

$13.90 

8.96%       t 

38.30 

19.65% 

Miaaourl 

Kanaaa  City 

$343 

$15.50 

4.53% 

$7.30 

3.11%       ( 

33.70 

6.64% 

Mlaaourl 

St.  Loula 

$343 

$10.30 

3.01% 

$10.68 

3 .  13%       t 

30.98 

6.13% 

Mabraaka 

OiMha 

$435 

$7.85 

1.80% 

$10.34 

3.38%       1 

18.19 

4.18% 

llavada 

Laa  Vagaa 

$390 

$9.64 

3.47% 

$9.94 

3.55%       ( 

19.58 

5.03% 

Maw  Jaraay 

Jaraay  City 

$488 

$14.10 

3.89% 

$15.00 

3.07%       ) 

39.10 

5.96% 

Hav  Jaraay 

■awark 

$488 

$15.13 

3.10% 

$13.51 

3.77%       1 

38.64 

5.87% 

Nav  Jaraay 

Tranton 

$488 

$14.53 

3.98% 

$34.09 

4.94%       i 

3(.63 

7.91% 

Hav  Haxlco 

Albuquarqaa 

$373 

$10.17 

3.73% 

$10.34 

3.77%       < 

(30.51 

5.50% 
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Tabl*  III  (contlimad) 

KATsa  AHD  snax  BIU.S  ros  atdc  wufZLzma  or  rooit 


AVOC 

7000 

Paroant 

7000 

Paroant 

Coablnad 

Paroant 

ST»n 

City 

For    gallona  of 

Till  iMa  gallona  of 

Incoaa 

Watar  k  meeaa  on 

4  paopla 

Watar 

on  Watar 

Savar 

on  8«war 

Savar 

Cca^laad 

Harw  Tork 

Albany* 

J687 

$11.30 

1.63H 

$11.30 

1.63% 

$33.40 

3.36% 

Haw  ToTk 

Buffalo* 

«687 

$7.97 

1.16H 

$9.08 

1.33% 

$17.05 

3.48% 

tm  ToTk 

aaw  Tork  City 

»6»7 

$10.10 

1.47X 

$13.74 

3.00% 

$33.84 

3.47% 

H«r  ToTk 

Roohaatar* 

»6»7 

$13.73 

3.00X 

$8.05 

1.17% 

$31.78 

3.17% 

Haw  Tork 

syraouaa* 

t6»7 

$9.14 

1.33« 

$3.97 

0.43% 

$12.11 

1.76% 

north  Carolina 

L  Charlotta 

t297 

$9.10 

3.06% 

$13.50 

4.21% 

$21.60 

7.37% 

North  Carollaj 

>  Oraanaboro 

$397 

$C.90 

3.33\ 

$9.00 

3.03% 

$15.90 

5.35% 

■orth  Carolina  Xalalsh 

$397 

$11.81 

3.98% 

$9.58 

3.33% 

$21.39 

7.30% 

Ohio 

Akron 

$«13 

$16.73 

4.05% 

$17.89 

4.33% 

$34.61 

8.38% 

Ohio 

Cantoo 

$413 

$9.10 

3.30X 

$9.17 

3.33% 

$18.37 

4.43% 

Ohio 

Cincinnati 

$413 

$10.91 

3.64« 

$16.33 

3.95% 

$27.24 

6.60% 

Ohio 

Clavaland 

$413 

$7.33 

1.77% 

$10.60 

3.57% 

$17.93 

4.34% 

Ohio 

Coluabua 

$413 

$9.85 

3.38% 

$13.18 

3.19% 

$23.03 

5.58% 

Ohio 

Dayton 

$413 

$11.00 

3.66« 

$10.94 

2.65% 

$21.94 

5.31% 

Ohio 

Tolado 

$413 

$6.05 

1.46% 

$13.49 

3.27% 

$19.54 

4.73% 

Ohio 

Toungatown 

$413 

$U.5S 

3.04% 

$16.18 

3.93% 

$28.73 

6.96% 

Oklahooaa 

Oklahoiaa  City 

$433 

$11.53 

3.73% 

$15.13 

3.57% 

$36.65 

6.30% 

Oklahcu 

Tulaa 

$433 

$13.36 

3.90% 

$13.43 

3.94% 

$34.69 

5.84% 

Oragon 

Portland 

$541 

$11.38 

3.09% 

$10.13 

1.87% 

$31.41 

3.96% 

Pannaylvanla 

Allantown 

$514 

$13.56 

3.44% 

$6.37 

1.22% 

$18.83 

3.66% 

Barrlaburg 

$514 

$6.04 

1.18% 

$16.09 

3.13% 

$33.13 

4.31% 

Pannaylvanla 

Laneaatar 

$514 

$11.30 

3.18% 

$13.18 

2.37% 

$33.38 

4.55% 

Vannaylvanla 

Phlladalphla 

$514 

$11.53 

3.34% 

$37.07 

5.37% 

$38.60 

7.51% 

pannaylvanla 

Plttaborgh 

$514 

$31.76 

4.33% 

$6.10 

1.19% 

$37.86 

5.42% 

Pannaylvania 

Scranton 

$514 

$33.17 

6.36% 

$13.09 

2.55% 

$45.36 

8.81% 

Pannaylvanla 

Tork 

$514 

$18.95 

3.69% 

$19.11 

3.72% 

$38.06 

7.40% 

Rhoda  la  land 

Providanea 

$C33 

$5.71 

0.90% 

$8.26 

1.31% 

$13.97 

2.21% 

South  Carolina  Charlaatoo 

$353 

$10.70 

4.35% 

$38.93 

11.48% 

$39.63 

15.73% 

South  Car 

Coluabla 

$353 

$8.15 

3.33% 

$14.15 

5.62% 

$33.30 

8.85% 

South  Car 

Oraanvllla 

$353 

$6.16 

3.44% 

$16.55 

6.57% 

$33.71 

9.01% 

Tannaaaaa 

Chattanooga 

$33* 

$30.83 

8.75% 

$31.77 

9.15% 

$43.59 

17.89% 

Tannaaaaa 

Johnaon  City 

$33$ 

$17.58 

7.39% 

$17.58 

7.39% 

$35.16 

14.77% 

Tannaaaaa 

Knozvllla 

$33$ 

$17.73 

7.45% 

$33.14 

9.72% 

$40.87 

17.17% 

Tannaaaaa 

HaiVhla 

$33* 

$6.58 

3.76% 

$4.11 

1.73% 

$10.69 

4.49% 

Tannaaaaa 

Haahvllla 

$338 

$34.30 

10.31% 

$34.30 

10.21% 

$48.60 

20.42% 

Taxaa 

Aoatln 

$331 

$16.76 

7.58% 

$33.51 

10.64% 

$40.27 

18.22% 

Taxaa 

$331 

$13.34 

6.04% 

$11.38 

5.10% 

$24.62 

11.14% 

Tazaa 

Corvua  chrlatl 

$331 

$10.80 

4.89% 

$13.48 

6.10% 

$24.28 

10.99% 

Taxaa 

Dallaa 

$331 

$10.03 

4.54% 

$19.39 

8.73% 

$29.32 

13.27% 

Taxaa 

11  Paao 

$331 

$7.89 

3.57% 

$8.04 

3.64% 

$15.93 

7.21% 

Tazaa 

Fort  Worth 

$331 

$15.85 

7.17% 

$13.30 

5.97% 

$29.05 

13.14% 

Bouaton 

$331 

$19.38 

8.77% 

$19.46 

8.81% 

$38.84 

17.57% 

Tazaa 

San  Antonio 

$331 

$10.30 

4.63% 

$13.36 

6.00% 

$23.46 

10.62% 

Otah 

Salt  Laka  City 

$470 

$6.36 

1.35% 

$8.00 

1.70% 

$14.36 

3.06% 

Virginia 

Norfolk 

$410 

$13.90 

3.39% 

$9.60 

2.34% 

$33.50 

5.73% 

Waahlngton 

Saattla 

$634 

$13.00 

3.08% 

$36.30 

4.31% 

$39.30 

6.30% 

Waahlngton 

Spokana 

$634 

$9.50 

1.53% 

$13.56 

3.01% 

$32.06 

3.54% 

Waahlngton 

Tacoaa 

$C34 

$13.15 

1.95% 

$30.61 

3.30% 

$33.76 

5.25% 

Klaeonaln 

Mllvaukaa 

$«17 

$10.75 

1.74% 

$7.34 

1.19% 

$18.09 

2.93% 

Avaraga 


$12.35 


$13.81 


Watar  and  Savar  bllla  aa  of  1/1/92. 
M.,<.—  AFDC  payaant  aa  of  1/1/91. 


$26.16 


•  Michigan  haa  dlffarant  AFDC  rataa  In  dlffarant  countlaa;  tha  rataa  provldad  for  thaaa  dtlaa 
«  Hav  Tork  haa  dlffarant  AFDC  rataa  In  dlffarant  countlaai  tha  rataa  provldad  for  thaaa  cltlaa 

Inforaatlon  on  banaflt  lavala  la  troai  Cooadttaa  on  Waya  and  Maana,  D.8.  Bouaa  of  Rapraaantatlvaa,  Orrrrimm 
of  meitiaaant  Programm,  1991  Or—n  Book  (Hay  7,  1991)  i  at  599  for  AFDC  banaflt  lavalai  Inforaatlon  on  vatar 
and  aavar  rataa  la  troai  Bmat  ft  Toung,  WaCar  t   WkatavaCar  -  1993   Jlata  samy   (1992). 
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Executive  Summary 


Purpose 


In  July  1992,  gao  rqjoited  that  a  vast  gap  exists  between  the  resources 
available  and  the  funds  needed  to  fiilly  implement  the  E^nvironmental 
Protection  Agency's  (e3>a)  drinking  water  program.'  The  problem  is 
particulaily  acute  for  the  sqiproximately  50,000  small  community  drinking 
water  systems  that,  in  fiscal  year  1991,  accounted  for  90  percent  of  all  the 
community  systems  in  violation  of  drinking  water  standards. 

Given  this  difficult  situation,  the  Chairman,  Environment,  Energy,  and 
Natural  Resources  Subcommittee,  House  Committee  on  Government 
Operations,  requested  that  gao  determine  (1)  what  cost-effective  and 
alternative  management-  and  technology-based  approaches  are  being  used 
to  improve  small  water  systems'  compliance  with  drinking  water 
regulations,  (2)  what  barriers  prevent  the  effective  use  of  these 
approaches,  and  (3)  what  epa  is  doing  to  remove  any  existing  barriers  and 
promote  alternative  approaches  at  the  national  level 


Rfl/*1c9rni  ind  "^^  protect  the  public  firom  the  risks  of  contaminated  drinking  water,  the 

OdCKgl  U UIIU  Congress  enacted  the  Safe  Drinking  Water  Act  in  1974.  "Hus  act  requires 

EPA  to,  among  other  things,  estaUi^  (1)  drinking  wat«  standards  or 
treatment  techniques  for  contaminants  that  adversely  affect  human  health 
and  (2)  requirements  for  monitoring  the  quality  of  drinking  water  supplies 
and  ensuring  the  proper  operation  and  maintenance  of  pubHc  water 
systems.  All  states  but  one  have  the  re^>onsibility,  or  "primacy,"  for 
managing  their  drinking  water  programs,  lliese  states  receive  grants  firom 
EPA  to  help  pay  for  the  oversight  of  water  systems  and  for  other  program 
re^Kmsibilities. 

In  1986,  the  Congress  amended  the  act  to  increase  the  number  of  regulated 
contaminants  and  to  strengthen  epa's  enforcement  authority.  To 
implement  these  amendments,  epa  issued  new  regulations  that 
significantly  increase  the  re^mnsibilities  involved  in  drinking  water 
programs.  As  a  result,  anall  water  systems — which  make  up  87  percent  of 
all  community  drinking  water  systems — are  e]q>ected  to  incur  enormous 
costs  and  face  diffictilt  chaUenges  in  complying  with  these  requirements. 
According  to  epa's  estimates,  through  the  end  of  this  century  small 
systems  will  incur  costs  of  neariy  $3  billion  to  comply  with  all  regulations 
and  an  additional  $20  billion  to  repair,  replace,  and  expand  the  basic 
infrastructure  to  dehver  drinking  water. 


'Drinking  Water  Widening  Gap  Between  Needs  and  Available  Reaourcea  Threatena  Vital  EPA  Program 
(GAftiRCEtftJ-lM.  July  6.  mi). 


Pa«et  GA(VBCEI>-»<-M8auU  Water  SrMoM 
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Executive  Sanunaxy 


Results  in  Brief 


States  are  expeiimenting  with  a  variety  of  alternative  strategies  to  improve 
small  water  systems'  compliance  with  the  Safe  Drinking  Water  Act.  These 
strategies  include  (1)  exploring  whether  alternative  technologies  can 
effectively  treat  drinking  water  at  a  cost  affordable  to  small  systems, 
(2)  testing  creative  ways  to  provide  technical  and  financial  assistance  to 
small  systems,  and  (3)  exploring  options  for  restructuring  small  systems, 
such  as  consolidating  nonviable  small  systems  with  viable  systems. 


A  number  of  barriers  prevent  the  wider  use  of  alternative  strategies.  Cost 
and  performance  data  that  the  states  need  to  assess  alternative  treatment 
technologies  are  not  widely  available,  and  some  treatment  technologies 
are  too  complex  and  costly  for  small  systems  to  use.  Also,  the  limited 
efforts  EPA  and  the  states  have  made  to  increase  technical  assistance  have 
generally  been  ineffective,  in  large  part  because  of  the  vast  number  of 
small  systems  that  need  support  In  addition,  many  states  lack  the 
resources  needed  to  identify  nonviable  wjiter  systems  and  ensure  that  they 
are  brought  into  long-term  compliance  with  drinking  water  standards. 
Finally,  although  epa  favors  consolidating  nonviable  systems,  the  agency's 
grant  formula  for  providing  states  with  funds  to  oversee  compliance  can 
provide  a  disincentive  to  consolidation. 

To  address  some  of  these  barriers,  epa  has  helped  field  test  some 
alternative  drinking  water  technologies  and  has  made  some  efforts  to 
improve  the  technical  and  managerial  capabilities  of  the  states  and 
individual  water  systems,  epa  has  also  recommended  that  the  Congress 
amend  the  Safe  Drinking  Water  Act  to  require  states  to  develop  viability 
programs.  However,  epa's  current  priorities  for  the  drinking  water 
program  do  not  emphasize  the  development  of  such  programs.  In  addition, 
state  and  local  officials  told  gag  that  (1)  epa's  initiatives  are  too  limited  to 
help  significantly  and  (2)  states  will  not  have  adequate  fiinding  to 
implement  viability  programs  property. 


Principal  Findings 


Alternative  Approaches 
Are  Being  Used  to  Help 
Small  Systems 


States  are  experimenting  with  technology-  and  management-based 
approaches  to  help  small  community  drinking  water  systems  comply  with 
the  requirements  of  the  Safe  Drinking  Water  Act.  For  example,  affordable 
alternative  technologies,  such  as  pre-engineered  packaged  treatment 
plants,  are  sometimes  being  used  to  remove  contaminants. 
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Ezceadre  SmuMiy 


Managementrbased  strategies  include  creative  ^preaches  for  providing 
technical  and  financial  assistance  to  small  systems.  Several  public  and 
private  organizations  provide  firee  on-site  technical  services  to  these 
systems.  Private,  state,  and  federal  financial  asastance  programs  have  also 
been  created  for  these  systems.  For  example,  the  Rural  Development 
Administration  awards  grants  and  low-interest  loans  to  finance  the 
construction  of  small  community  water  systems. 

Many  state  and  epa  officials  agree,  however,  that  the  most  fundamental 
long-term  solution  is  to  address  the  small  systems'  lack  of  economies  of 
scale.  Connecticut,  PennsyNania,  and  Washington  have  adopted  viabiUty 
programs  to  ( I)  prevent  potentially  nonviable  new  systems  from  forming 
and  (2)  improve  the  viability  of  existing  systems  through  laws  that  direct 
the  restructuring  of  nonviable  water  systems. 


Several  Factors  Impede 
Wider  Use  of  Alternative 
Strategies 


One  key  barrier  preventing  the  wider  use  of  alternative  treatment 
technologies  is  a  lack  of  reliable  cost  and  performance  data,  making  it 
difficult  for  small  systems'  officials  and  state  regulators  to  evaluate 
whether  the  technologies  are  affordable  and  will  meet  regulatory 
requirements.  In  addition,  many  state  regulators  told  gao  that  some  of  the 
available  alternative  technologies  are  too  complex  for  many  smaU  systems' 
operators  to  properly  operate  and  maintaitt 

Several  barriers  also  limit  the  effectiveness  of  the  technical  and  financial 
assistance  programs  established  by  states  and  other  organizations.  The 
sheer  number  of  systems  needing  such  assistance  overwhelms  avaUable 
resources.  Also,  some  state  and  industi^r  officials  maintain  that  the 
assistance  programs,  if  not  appropriately  targeted,  can  inadvertently 
perpetuate  systems  that  will  eventually  fail  anyway. 

Perhaps  most  important,  few  states  have  been  able  to  reduce  the  number 
of  their  nonviable  systems.  State  officials  acknowledge  that  such 
reductions  could  hdp  achieve  meaningful  resource  savings.  However,  they 
stress  that  they  cannot  develop  and  implement  viability  programs  because 
they  are  using  all  available  resources  to  address  other  priorities  that  epa 
deems  necessary  if  they  are  to  retain  primacy  for  the  program. 
Furthermore,  although  epa  supports  the  consolidation  of  nonviable  water 
systems,  its  drinking  water  grant  formula— which  is  based,  in  part,  on  the 
number  of  water  systems  in  a  state-inadvertenfly  penalizes  states  that 
consolidate  their  water  systems. 
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Executive  StuBBwry 


EPA  Has  Tried  to  Reduce 
Barriers  to  Alternative 
Strategies 


epa's  efTorts  to  remove  the  barriers  to  alternative  strategies  have  included, 
among  other  things,  (1)  field  tests  of  new  treatment  technologies  and 
(2)  limited  training  and  outreach  programs  to  improve  the  technical  and 
managerial  capabilities  of  both  the  states  and  their  systems.  To  help 
remove  disincentives  to  consolidation,  in  fiscal  year  1994  only,  epa  revised 
its  method  for  allocating  state  grants.  In  addition,  epa  has  proposed  that 
the  Congress  require  states  to  have,  as  a  condition  of  retaining  primacy, 
both  small  system  viability  programs  and  the  authority  to  restructure 
nonviable  water  systems.  Tlie  agency  has  also  proposed  a  federally 
authorized  user  fee  to  generate  the  funding  needed  to  pay  for  these 
programs. 

GAO  acknowledges  epa's  progress  in  addressing  technological  and 
managerial  issues,  particularly  in  light  of  the  agency's  serious  budget 
constraints,  and  agrees  with  the  agency  that  the  states  should  develop 
viability  programs  and  acquire  the  authority  needed  to  restructure 
nonviable  systems.  However,  a  number  of  problems  still  need  to  be 
addressed  to  ensure  the  success  of  these  restructuring  efforts.  Specifically, 
EPA  has  yet  to  (1)  revise  the  priorities  of  its  own  drinking  water  program  to 
place  greater  emphasis  on  developing  and  implementing  viability 
programs  or  (2)  work  with  the  Congress  to  ensure  that  the  proposed 
requirement  that  states  develop  viability  programs  is  accompanied  by  a 
detailed  and  realistic  funding  strategy  for  implementation.  Finally,  epa  has 
not  yet  made  long-term  changes  to  its  grant  formula  to  remove 
disincentives  for  consolidating  water  systems. 


Recommendations 


GAO  recommends  that  the  Administrator,  epa,  (1)  revise  the  agency's 
drinking  water  program's  priorities  to  place  greater  emphasis  on 
developing  and  implementing  viability  programs,  (2)  work  with  the 
cognizant  committees  of  the  Congress  to  develop  a  detailed  funding 
strategy  to  accompany  the  agency's  proposed  requirement  that  states 
develop  viability  programs  for  small  systems,  and  (3)  revise  its  grant 
formula  for  public  water  supply  supervision  to  remove  disincentives  for 
states  to  consolidate  water  systems. 


Agency  Comments 


GAO  discussed  the  facts  in  this  report  with  epa  officials  from  the  Office  of 
Ground  Water  and  Drinking  Water,  who  generally  agreed  with  their 
acciu^icy.  gao  has  made  changes  where  appropriate.  As  requested,  gao  did 
not  obtain  written  comments  on  the  draft  report 
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